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INTERURBIA IS HERE TO STAY 


JOHN M. WILLEM 


By 1980, says Willem, America will see large 
extensions of its strip cities. The nation will be 
dominated by 14 already forming “Interurbias”— 
metropolitan strips connecting cities—similar to 
that now stretching from Maine to Virginia. 
Differing from Suburbia in that labor currents 
move in various directions instead of just one, 
Interurbias emerge as jobs and homes become 
more mobile and as factories are increasingly 


built in open spaces. This growth will not, how- 
ever, necessarily affect the growth of the major 
cities, and it should not cause a shortage of farm 


land, especially when technology makes land 
more productive. 

A study by the J. Walter Thompson Company 
shows the Interurbian to be ambitious, alert, 
broad-minded, and rather vain. His habits and 
tastes are influenced by the group around him, 
but he guards small differences carefully. 

Here is how the Interurbian and Interurbia 
influence: 


The Economy. His expenditures for home 
and possessions will tend to make the econ- 
omy bigger and more stable; the public 
works he needs will also stabilize. 
Employment. Labor shortages will be allevi- 
ated by the mobility of workers and by new 
sources—married women, older people, etc. 
Management will have to offer more benefits 
because of competition for labor. ; 


Marketing. There will be great changes in re- 
tailing. Test marketing and marketing re- 
search will be over strips rather than single 
cities and may provisionally be restricted 
to only one Interurbia. 

Advertising. Advertisers will be getting more 
circulation at less cost. 
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e Communications. Newspapers will be di- 
vided in coverage between very local and 
broad national. Television may eventually 
take over the local editorial function. Radio 
will be increasingly a news-music medium. 


Interurbia will not be paradise, but with the 
problems it creates will come many opportunities. 


TRENDS TOWARD A NEW MORAL 
PHILOSOPHY FOR BUSINESS 


HENRY M. OLIVER 


AMONG outstanding trends of thought in the 
twentieth century is a widespread change in be- 
liefs concerning business obligations. The pre- 
dominant earlier view that “ business is business,” 
that religion and business are “. . . parallel and 
independent provinces, governed by different 
laws, judged by different standards, and amena- 
ble to different authorities,” has, says Oliver, in 
large part given way to the belief that business- 
men have major social obligations as well as those 
imposed by law and the balance sheet. 

A major reason for this swing in opinion is a re- 
assessment of competition’s role in the economy, 
its ability to make self-seeking business behavior 
serve the common good. The ethical dualism 
which insisted that “trade is one thing, religion is 
another,” rested in part upon Adam Smith’s opti- 
mistic belief that, through competition, a profit 
seeker is “led by an invisible hand to promote an 
end which was no part of his intention.” Econo- 
mist J. M. Clark expresses a widespread belief of 
today when he argues: “Now that the restraints of 
competitive individualism are increasingly im- 
perfect and inadequate, free collaboration and 
irresponsible self-seeking are no longer compati- 
ble.” 

Numerous business spokesmen are among those 
who now preach the “social gospel” of business 
responsibilities to employees, consumers, and the 
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Even though Chrysler Airtemp costs no more 
and often costs less) to install, it’s real advan- 
tage is that it lets you control—and minimize — 
the three ‘‘secret costs” of air conditioning. And 
these ‘‘secret costs” are often the big costs in 
commercial installations. 


THE SECRET COST OF WRONG EQUIPMENT 
The wrong equipment can be troublesome as 
well as costly to operate. Airtemp makes all 
kinds of air conditioning—over 297 models— 
and can advise you which is best for your needs. 
If you wish, our Airtemp Construction Division 
will recommend a qualified engineer and con- 
tractor near you and work with them. You’re 
sure to get exactly the right equipment from 
Airtemp! 

THE SECRET COST OF OPERATION 
Operating costs over a few years may actually 
exceed the first cost of air conditioning. But rock- 
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a poor basis for a decision 


When you buy air conditioning, you can 
control only the first cost—the installation price 


But price alone is 


bottom operating costs can save you substantial 
sums. That’s why youshould know that AIRTEMP 
—thanks to Chrysler engineering — promises 
the lowest operating costs in the industry! 
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Maintenance costs and repair costs can be a 
shock. A breakdown brings repair bills PLUS 
the cost of lost time, lost business. But Airtemp 
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Chrysler for trouble-proof operation. And 
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tors, who must certify to Airtemp that equip- 
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properly. That’s why Airtemp maintenance 
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prompt action mail the coupon below, or see 


the Yellow Pages for the name of your nearby 
contractor or dealer. 
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NATIONAL VAN LINES, INC. 


to move company personnel and equipment 


Whether entrusted with the household goods of transferred personnel 
or with your valuable exhibition displays or office 

equipment, National pre-plans the move to make it safe, worry-free 
and economical. The move is made by National all 

the way — to any of the 48 states. National also offers overseas service 
to anywhere in the world via plane or “Ocean Van”. 


For complete information on National's specialized service to business 
organizations, write: Mark Egan, General Sales Manager, 
National Van Lines, Inc., National Plaza, Broadview, Illinois. 
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general public. Economist Howard Bowen ob- 
serves, however, that “businessmen give notice- 
ably more attention to those obligations which 
are clearly in their long-run interest than to those 
which are not so clearly advantageous to them.” 
A few spokesmen have in effect turned the old 
utilitarian argument for profit-seeking on_ its 
head, and now proclaim that ethical behavior is 
“sood business.” 

But the recent trend has critics as well as advo- 
cates. Outstanding among these critics, economist 
Frank H. Knight decries the gospel of social re- 
sponsibility as essentially “feudalistic,” and ex- 
tols instead the virtues of individual initiative and 
mutual help. Knight also argues that the Christian 
ethical teachings to which the preachers of social 
responsibility appeal do not provide specific rules 
of business conduct. Leading advocates of the 
social-obligation gospel agree with Knight that 
their basic ethic does not directly point to the 
“middle axioms” which are needed to guide busi- 
ness behavior. 

Knight’s charge of “feudalism” is also akin to 
William H. Whyte’s complaint that in the “social 
ethic” of the Organization Man, the community 
to which one owes obligations tends to be very 
narrowly conceived. The recent stress on “human 
relations” seems to promote narrower allegiances 
than those proclaimed in utilitarian doctrines. 








NO FINANCING, NO EQUIPMENT, 
NO RAILROADS! 






JAMES M. SYMES 


For years this country has faced a shortage of 
rail cars and locomotives, a shortage that raises 
transportation costs and endangers national de- 
fense. The railroads themselves cannot afford to 
buy the needed cars, because their earnings are 
too small, because their working capital is at a 
minimum, and because the traditional investors 
in railroad obligations have turned to other in- 
vestments. 

To overcome present and future railway equip- 
ment shortages, James M. Symes, President of 
the Pennsylvania Railroad Company, proposes a 
self-liquidating government agency to lease rail- 
toad equipment. This agency would cost the gov- 
‘mment nothing, since rentals would pay off the 
full cost of the equipment plus the operating costs 
of the agency. 

The new agency would have initial capital of 
$500 million, and could borrow up to four times 
its capital. The railroads would be able to apply to 
the agency for long-term leases of new equip- 
ment; the rental charge would be sufficient to 
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than any other engine in its class! 


ATTENTION MEDIUM-HEAVY TRUCKERS! Leading truck monufacturers are currently offering the 
180 h.p. Cummins NH-180 in lightweight heavy-duty chassis for highway service. Whether you now 
operate gasoline or diesel, you're going to earn more profit with NH-180 in your favorite tractor! 


CHECK THIS LIST: Autocar, models DC-74, DC-75; Brockway, model H257 and other H series; 
Diamond T, model 923; International (Fort Wayne), models ACF-195D, ACF-205D, AC-225D; In- 
ternational (Emeryville), models RD-410, DCO-405 series, RD-405 series; White, models 9000-TD, 
4400-TD, 3400-TD. NH-180 also available in various diesel models of these manufacturers: Four 
Wheel Drive, Hendrickson, Kenworth, Peterbilt and White-Freightliner. 
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CUMMINS NH-180 


Brake horsepower.......-e++eeeee0*" 180 
Governed RPM..... beeenuus sameonene 2100 
Bore and stroke 

No.,of cylinders 

Piston displacement....... Kpanennseeed 
Net weight with standard accessories. .2400 








*MORE MILES PER GALLON! 


Less Fuel Per Hour. The NH-180, when delivering maximum horsepower 
or Maximum torque to the wheels, uses less fuel per brake horsepower 
hour than any other truck engine, diesel or gasoline! 


Proven 4-valve Cylinder Heads. Better breathing provides higher power 
output with low exhaust temperatures. This results in better combus- 
tion, cooler operation—the most efficient use of fuel! 


Foolproof PT Fuel System. Here's the one system that meters fuel simply 
and accurately. Ir has 125-250 fewer parts than other fuel systems and 
gives low-cost maintenance—high road availability—top economy! 





Cummins Diesels 


power more new trucks than all 


other diesels combined! 


for the Midwest, 
East, and South 








**MORE MILES BETWEEN OVERHAULS! 


Long Engine Life. Since components of the NH-180 are less heavily 
loaded than higher horsepower NH models, you get longer engine life. 
Low exhaust temperatures are the key to this economy of operation. 


Proven NH Performance. You'll get 350,000 or more low-cost miles 
before a major overhaul! This is the kind of performance that has 
made the NH engine the most specified diesel in American trucking! 


New Engine Life After Overhaul. One overhaul doubles the life of the 
NH-180. Replaceable, wet-type liners and other easily installed parts 
assure new engine standards and efficient operating life after rebuilds. 


For More NH-180 information, mall this coupon today! 
Cummins Engine Company, Inc. BH 4 
Columbus, Indiana 

Send me complete NH-180 specifications. 


Have a Cummins Representative call. 





OE 
Company 
Address County. State 
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amortize the cost of the equipment. All repairs 
would be made by the leasing railroad. 

The plan is now before the Congress. Symes 
believes it should be approved and put into effect 
immediately; our growing economy requires in- 
creased transportation facilities, and the needs of 
national defense include a fully equipped and 
up-to-date rail transport system. 


OUR CHANGING CONSUMER 
MARKET 


ROBERT FERBER 


THE EXTENSIVE consumer income and expendi- 
tures survey carried out by Alfred Politz Research, 
Inc., under the sponsorship of Life magazine, has 
provided a more up-to-date and complete picture 
of the role of the consumer in the U.S. economy 
than we have ever before had. 

In the period from 1936 to 1956, a variety of 
changes in the American society and economy 
occurred: 


the move to the suburbs 
additional years of education 
more equal distribution of incomes 
wider use of credit 

increased savings 


Consumer incomes doubled; even in “real” dol- 
lars, they increased by 71 per cent. Not only the 
size, but also the proportions of the components 
of the family budget changed. The percentages of 
the average family income spent for food, cloth- 
ing, rent, and household operation decreased, 
while the percentages spent for home furnishings 
and equipment increased. 

Because of these very basic changes in the po- 
sition of the American consumer, he can no longer 
be considered a passive agent in business fluctua- 
tions; the experiences of the past 20 years have 
shown that consumer spending plays an impor- 
tant part in the maintenance of a healthy econ- 
omy. 

New methods of market analysis will have to 
take into account the fact that high consumer ex- 
penditures are necessary in a stable economy, 
and that the pattern of such expenditures is con- 
stantly changing. 


RESEARCH AT DU PONT: 
A CONTEMPORARY CASE STUDY 


SAMUEL LENHER 


ReseEarcH in the physical sciences today has 
reached the point where teams of research work- 


ers with elaborate facilities are necessary to carry 
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out the findings of even the most brilliant individ- 
ual workers. Only industry with its large resources 
can afford to support such programs. 

The tradition of research at Du Pont dates back 
to the industrial philosophy of the company’s 
founder; the formalization of the huge funda- 
mental research program came in 1927. At that 
time, Dr. Stine, then head of the company’s 
central Chemical Department, emphasized that 
“pure” research was needed to provide the “raw 
material” for applied research. 

The importance and the value of this funda- 
mental research has been demonstrated by the 
manufacture of such new products as nylon and 
neoprene, both discovered through Du Pont re- 
search. Today almost half the company’s sales are 
from products introduced as a result of research 
within the company’s own laboratories. 

Research projects and programs at Du Pont are 
evaluated by the scientists themselves, by the 
technical directors, by the departmental man- 
agement, and finally by the corporate manage- 
ment. The ultimate criterion is, of course, judg- 
ment of the economic needs of the business. 


PERSPECTIVE ON THE 
ORGANIZATION MAN 


JOHN H. MUELLER 


IN THE best-selling Organization Man, William 
Whyte, Jr., viewed with alarm the “loss of individ- 
ualism” in the young managerial class in giant 
corporations. Mueller, a member of the social sci- 
ences that Whyte praised highly, offers an answer 
to the allegations in this book. Perhaps, he sug- 
gests, Whyte has been overpessimistic in his as- 
sessment of the situation. 

Large-scale organization has existed since the 
time of the pharaohs and has brought with it for 
each generation unsolved problems. The “smoth- 
ering in: brotherhood” of the organization men, 
Mueller says, is neither so complete nor so bleak 
as Whyte pictures it. 

Whyte’s fundamental thesis, that prosperity 
corrupts, passed long ago into the realm of folk 
wisdom, and like many proverbs, may be simply 
an overgeneralization or a rationalization. Not 
only this thesis but also its foundations and the 
evidence marshaled against it, as Whyte admits, 
are open to controversy. 

Taking the dichotomies that structure Whyte’s 
book—for example the Social Ethic versus the 
Protestant Ethic, and the group versus the in- 
dividual—Mueller first questions the assumption 
that opposites could not coexist in our society and 
second juxtaposes alternative points of view to 
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eS any television receiver. 


RECTIFIER DIVISION .. . Produces a complete line of Selenium and Silicon 
rectifiers of various voltages and currents. 
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ay Wale), b 


OWNED AND 
OPERATED BY WITTY Channel 4 - WPTA Channel 21+ WTTS 1370 kc. 


SARKES 
TARZIAN, Inc. 


BUSINESS HORIZONS — SPRING, 1958 





Whyte’s. In the examples above, for instance, 
Mueller points out that changes are often decep- 
tive: that contribution to social security and in- 
surance plans may be thrift in another form; and 
individualism that is suppressed in the service of 
the corporation may crop out in other areas. 

All in all, Mueller maintains, there is enough 
democracy and tension in our dynamic organiza- 
tions to prevent the inhibition of change and ad- 
justment. 


QUICK MEDICINE FOR YOUR 
EXECUTIVE READING LOAD 


PHILIP R. HEADINGS 


NO EXECUTIVE can escape his reading load; but he 
need not be defeated by it. There are many tech- 
niques for lightening the burden of required busi- 
ness reading. 

First of all, the executive must learn to prune, 
and prune ruthlessly. This can be done by 


avoiding overlapping material 
delegating to responsible subordinates 
using the services of experts 
discarding worthless reading matter 


Since few people read as efficiently as they 
could, reading speed and comprehension can be 
greatly increased through special courses or 
through a determined self-improvement program. 

Although all reading should be done by 
“thought-units,” the purpose for which the read- 
ing is being done should be kept in mind, and 
reading techniques adapted accordingly. Reading 
should be as rapid as comprehension will allow. 


. Skimming is a valuable tool for much execu- 
tive reading. 

— On the other hand, certain materials require 
one of several types of “careful reading,” the tech- 
niques for which vary. 

| Of course, the ultimate goal of good reading 
is the ability to read critically—to detect possible 
distortions and misinterpretations, to know exact- 


ly what has been said and why, and to improve 


one’s own thinking and writing via reading. 


MANAGEMENT STRATEGY FOR 
PRODUCT PIONEERING 


PHILIP MARVIN 


Forty-one of the 100 largest corporations in 1926 
are now no longer in the list. Because of the tre- 
mendous competition in today’s industry, manage- 
ment’s attention is often diverted from the real 
potential source of long-range growth: the prod- 
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uct. However, if a company is to get or maintain 
leadership, it must concentrate on product strat- 
egy. Marvin describes the process of implement- 
ing a product program, from the preplanning 
stages to the final screening. Before any planning 
on the actual product can start, the executive 
must understand not only what constitutes a new 
product but also what major factors may give him 
special help or hindrance in the development of 
the new product. 

The next step is gathering all pertinent informa- 
tion that can give clues to the possible success of 
the product under study. Executives must tally 


e the resources of the company 

e the potential return and estimated costs of the 
product 

e the optimum timing in introducing it to the 
market 


Forecasts will be a great deal of help if manage- 
ment recognizes the limitation common to most 
of them—that they are very general—and pays full 
attention to the value of long-range forecasts for 
revealing growth potentials. 

The screening process will be successful 


e if data have been well assembled 
e if the right men do the screening 
e if alternative selection is judicious 


But the really essential factor is management 
attitude: Planning product strategy calls for dy- 
namic, imaginative thinking. 

Since the GNP has almost doubled in the last 
10 years, a company whose business volume has 
doubled in the same period is only even with the 
times. Companies must keep ahead of the dy- 
namic growth pattern of the industrial economy 
by long-range planning, short-range planning, and 
the implementation of programs tailored to their 
needs. 


FOREMANSHIP: BUSINESS’S 
ACHILLES’ HEEL? 


WILMAR F. BERNTHAL 


In MANY plants, foremanship appears to be man- 
agement’s Achilles’ heel. A lack of foreman identi- 
fication with management is again appearing. As 
foreman-management relations deteriorate, even 
well-conceived management decisions and pro- 
grams tend to become ineffective; and the com- 
pany fails to attain its objectives efficiently. 

The experience of companies that recognize 
their foreman problem and initiate positive pro- 
grams of action indicates, however, that manage- 
ment’s vulnerability at the foreman level need not 
be inevitable. 
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HE IS A MEMBER OF THE DINERS’ CLUB, WHICH PROVIDES THE NATION’S FIRST 
ALL-IN-ONE-CHARGE-IT SERVICE FOR FIVE HUNDRED TEN THOUSAND 
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He appreciates the convenience, the prestige, the tax He charges all his entertainment and travel expenses 
savings provided by this useful card. He knows that this _and gets one bill, once a month. He saves on taxes, because 
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Although training is essential for the manage- 
ment development of foremen, emphasis on train- 
ing alone will not automatically assure foreman 
identification with management. Such identifica- 
tion can be achieved only if the foreman’s experi- 
ence in management lives up to his needs and 
expectations. Analysis of the needs, interests, and 
ambitions of present and potential foremen is a 
prerequisite to developing programs for strength- 
ening their management role. Policies in selecting 
and training foremen must therefore be consistent 
with the management role higher management 
expects foremen to assume in a given plant. And 
when the present foremen form a heterogeneous 
group in terms of age, education, goals, and inter- 
ests, it appears to be good policy for management 
to take the gamble of encouraging more foreman 
participation in management than the group, as a 
whole, seems to desire, rather than to risk dis- 
satisfaction among the important group of young, 
active foremen who seek opportunities for greater 
identification with management. 


BLUE-SKIES APPROACH TO 
TOMORROW’S MARKETING 


PFHEODORE LEVITT 


Tor MANAGEMENTS vital job is to anticipate and 
shape its company’s future. To attempt this, some 
companies have established committees to con- 
sider ideas and proposals without judging how 
immediately profitable they may be. The reason, 
Levitt says, that so many of these “blue-skies” 
committees fail is that they take their members 
from the ranks of middle management—men 
whose job it is to be concerned with practical 
present-day problems, not with dreaming about 
the future. Because they can’t divorce themselves 
from the here and now, the committees fail. Man- 
agement should take people who have no other 
link with the corporation—university consultants, 
people from other companies, men in their own 
company with bold new ideas—and give them 
free rein. And it must not be discouraged if at 
first no results are apparent. 

Before the committee gets really started on its 
project, though, it must have a clear idea of its 
purpose and a chemist’s understanding of its ma- 
terials—society and the individual in it. Then it 
must get its context for the future: an under- 
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standing of the characteristics that will shape so- 
ciety in the future and of how the consumer can 
be made to want—the psychological hook. 

When the results do come, management must 
exercise the entrepreneurship that is the secret of 
capitalist success. It must be willing to put the 
plans into action and to create even when it means 
destruction of the present order. For it is top man- 
agement’s job to make the actual step from the 
present to the future. 


GETTING INFLATION INTO FOCUS 


ARTHUR R. UPGREN 


IF INFLATION is to continue, says Upgren, business 
policies in the future will have to be adjusted 
accordingly. However, the prospects for inflation 
are not judged to be particularly strong. Through- 
out the history of the United States, except during 
the naturally inflationary years of war, periods of 
declining prices have been five times as numerous 
as periods of rising prices. Moreover, the full force 
of the expanded financial liquidity and of the en- 
larged supply of money brought about by World 
War II has now been spent. Since wage increases 
are today in closer accord with productivity gains, 
inflationary pressure from this source has been 
reduced. The budget has been balanced in re- 
cent years, and the cash-consolidated budget has 
shown a surplus in the 12-year period since the 
end of World War II. Productive capacity is high- 
er than current output, so that supplies of goods 
are ample in most sectors of the economy. 

Finally, Upgren asserts, the consumer has not 
been disturbed by the talk of inflation. During 
the last two years of rising prices, he has saved 
more and spent less, especially for new automo- 
biles and new houses—despite the fact that infla- 
tion is the strongest recommendation for in- 
creased purchases of these two commodities, and 
for increased spending generally. Apparently 
much of the very modest recent price rise repre- 
sents a higher price for an improved standard of 
living, and not just a higher price for a rigidly 
fixed standard of living. In all products intended 
for consumers and manufacturers, there has been 
a marked shift to the presentation of a larger share 
of improved products. This is not inflation or ris- 
ing prices; this is the upgrading of our standard 
of living. 
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Heyer has broken the price barrier with the new Mark II Conqueror 
automatic electric spirit duplicator. Every office duplicating job— 
bulletins, form letters, sales plans, etc.—can be produced much 
more easily on the new Model 76 Mark II Conqueror, at the rate of 
110 clear, crisp cepies per minute in 1 to 5 colors . . . at a fraction of 
acent per copy. Its constant speed produces better and more 
uniform copies; it frees the operator so that the copies can be 
observed; and most important... there's no effort on the operator's 
part, for this new Conqueror runs without watching, and even turns 
oft automatically! You can pay much more if you wish, but the 
Model 76 offers all this .. . at a price that can’t be matched. 


movEL 0 >Grrk 
CONQUEROR 


For those who are looking for 
a fine quality duplicator at 
the lowest possible price. . 

the hand-operated Model 70 
Mark II Conqueror is the per- 
fect buy. It has been completely redesigned too, and now features 
anew Feed Release Button as well as Paper Stackers, previously 
‘ound only on the Model 76 automatic electric duplicator. The 
Model 70 Mark II Conqueror hand-operated duplicator prints up 
0 110 copies per minute of anything typed, written $2 4 450 
or drawn on the master ...in 1 to 5 colors at once. 











Plus Tax 


A Modern Electrie Duplicator 


now Heyer offers push-button 
duplicating at little more than the 
price of some hand-operated machines 
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SPIRIT DUPLICATOR 


MODEL 76A 


. $29989 
= 





; 


Engineering improvements on the Model 76 Mark II Conqueror 
include a brand-new Feed Drive Mechanism which works only in 
a forward motion . . . eliminates the lurch found in old-fashioned 
reciprocal drives. It has new High Precision Clutches and Nylon 
Gears that are quiet and need no lubrication, plus an 11” and 14” 
Cylinder Stop. The completely redesigned Motor Drive gives 
smoother operation, while the conveniently positioned Motor Bar 
permits effortless fingertip starting. Operating instructions are 
permanently printed on the Model 76, so anyone can operate 
it in a jiffy. Feature for feature . . . this Mark II Conqueror is the 
biggest value in spirit duplicators today! 
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Please send FREE 16 page booklet 
on Heyer Mark II Conqueror 
Duplicators containing useful 
information on spirit duplicating. 
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Comments from Our Readers 





The editors of Business Horizons appreciate the many 


comments that we have received from our readers. From 


time to time—as space permits and in line with our editorial 


policy of encouraging enlightened observations on contro- 


versial issues—we will want to share with all our readers 


some of these expressions of spontaneous reaction, dissent- 


ing opinions, or additional insight. 


To THE EDITORS: 


The improvement of the flow 
and interchange of ideas has al- 
ways been of great concern to us. 
A better understanding of each 
other's problems should be the 
goal of both the businessman and 
the professional scholar. 

In recent years, the Ford Motor 
Company has sponsored Educa- 
tional Round Tables in our plant 
cities. Faculties and graduate 
students of nearby colleges and 
universities have had the oppor- 
tunity to sit down around the 
table with our management peo- 
ple to discuss specific business 
problems. The most frequent de- 
mand has been in the areas of 
industrial relations, economics of 
the auto industry, and public rela- 
tions. Both our academic guests 
and our management people have 
been enthusiastic as to the results 
of a better mutual understanding. 
This is only one example of the 
activities in which we try to en- 
courage the exchange of ideas. 

In light of our experience, I 
would be interested in receiving 
your new publication Business 
Horizons. I am sure you will 
find a receptive reader audience 
as you carry through your plans 
to have both university and busi- 
ness people contribute articles. 


HENRY FORD II 


President 
Ford Motor Company 
Dearborn, Michigan 


To THE EpITors: 


... The caption, “Should Taxes 
Be Cut by the 1958 Session of 
Congress?” attracted my eye, and 
I have just finished reading the 
article. 

I am not impressed with the 
remarks of any one of the three 
economists who took part in this 
tax discussion. It seems to me that 
all three would make changes in 
the tax structure only for the pur- 
pose of manipulating the economy 
or re-distributing wealth. Even 
Schmidt, the economist for the 
United States Chamber of Com- 
merce, would not recommend re- 
ducing taxes at this time for fear 
of its effect on inflation. 

If it has been decided that the 
United States is to become a so- 
cialistic nation economic 
control centered in Washington 
and the liquidation of all pools of 
personal capital as a foregone 
conclusion, then I think their line 
of reasoning might be appropri- 
ate. If, on the other hand, the free 
enterprise system is to survive, 
with small business, new busi- 
ness, and growth of business fi- 
nanced by the savings of individ- 
uals; if taxes are to be used to pay 
for the essential functions of gov- 
ernment rather than for the 
re-distribution of wealth; then, 
I think their observations on 
whether or not taxes should be 
cut by the 1958 session of Con- 
gress were largely a waste of 
time. 


with 
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I am one who believes that th 
free enterprise system is doome 
unless we get a change in our tg 
structure quickly. Risk capital; 
the hands of individuals is alme 
a thing of the past. Those indivig 
uals who still have money dang 
not invest their precious, i 
placeable funds in speculatiyg 
ventures. New business wif 
growth possibility and comp 
tent, vigorous management is no 
starting. The bright young me 
who graduate from your Busine 
School every year are forced 
take jobs with large corporations 
because no one would be inte 
ested in providing the capital for 
these young men to start bus 
nesses in which they would have 
a major interest, regardless of ho 
good an idea they had. 

As a result of mergers and m 
new businesses starting that hav 
either the capital or managemeft 
to grow into substantial concems 
the concentration of business i 


many industries is alarming. } 
my opinion, our socialistic ta 
structure is the major factor 
tributing to the concentration 
business. 

Then there is the moral sidet 


our tax structure. In Russia, 0 
tax system would be perfect 
moral, but in America, whet 
property rights have been consi 
ered sacred, and where indivi 
uals have been permitted to clim 
the ladder of success as far 
their ability would permit, ourt 
structure is positively immo 
Personal income tax rates, é 
and gift tax rates, according too 
standard of ethics, can be cot 
sidered nothing but public ste 
ing. The underlying cause 2 
been envy or socialist subversidh 
and the Congress, with its taxili 
powers, has been made the vehi 
by which larceny on a nation 
scale has been accomplished. 


continued on page 142 
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Neglecting 


Middie Management 


Executives’? 


Mi: companies find it relatively easy—though costly—to provide adequate training 
for the select handful of men they have chosen to eventually occupy senior positions. 
And they have no particular difficulty developing men at the other end of the scale—fore- 
men and other supervisory personnel. In the wide and vital area of middle management, 
however, the training problem is more complex. 


This is true because the group is too large to enroll in special resident courses, and com- 
pany programs rarely cover all of the fundamentals of business—knowledge which is es- 
sential to middle management men. 


Over the years, many organizations have turned to the Alexander Hamilton Institute for 
help in solving this important phase of their executive-training problem. 


The Institute’s Modern Business Course & Service enables men to develop in months the 
capacity for leadership which would ordinarily take years to gain. 


It brings them a thorough working knowledge of the four great activities common to all 
modern business—Production, Marketing, Accounting and Finance. 


It broadens their interests, stimulates their thinking. 


No matter how few or how many employees you may have who you feel might benefit 
from this kind of training, we'll be happy to send you complete information regarding the 
program and the convenient method used in bringing it to subscribers. 


ALEXANDER HAMILTON INSTITUTE 
Executive-Training 
Dept. 618 


71 West 23rd Street, New York 10, N. Y. 
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A NEW Business Eftterprise in 


he MIDWEST 


tt are 


Early American 


Life Insurance Co. 
Ladicated te the way of hafe” 


Early American Life Insurance Company is a newly formed legal 
reserve life, health and accident insurance company incorporated 
under the insurance laws of Indiana. Its articles of incorporation 
were filed on September 5, 1957, providing for an authorized 
capital of 500,000 shares having a par value of $1.00 per share 
lhe first public offering will be 400,000 shares at $3.00 per share 
with 85% of the proceeds held in escrow until the company has 
been issued a charter for the sale of insurance. Early American 
Life will be an Old Line Legal Reserve company. This offers pro- 
tection to all policy holders because Early American Life is re- 
quired to deposit reserves with the state of Indiana 


The officers and directors of this company are outstanding busi- 
ness and professional men and women of New Albany and vicinity 


This announcement is neither an offer to sell nor a 
solicitation. The offer is made only by the Prospectus. 
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Schuyler F. Otteson 


MB You may be interested to know that the 


demand for the first issue of Business Hori- 
ZONS was such that we had to ask our 
printer to run off 10,000 copies, and 12,000 
reprints of individual articles, not to men- 
tion reprintings in various other publica- 
tions, which amount to over 100,000 re- 
prints in all. Furthermore, we now have 
subscribers in all 48 states and 37 foreign 
countries—including England, Germany, 
Burma, Japan, and Greece. 

In fact, several foreign authors have vol- 
unteered manuscripts and from these we 
have already scheduled for early issues an 
article by a leading executive in Canada, 
Stanley N. Jones, President of the Winnipeg 
Grain Exchange, on government control 
of one of Canada’s principal commodities— 
wheat; and another by Len O’Donnell, 
Chief Economist for the British Electricity 
Authority, on fuel and power in Great 
Britain. 

We have been especially pleased with the 
number of fine manuscripts and suggestions 
for articles that are coming to us from busi- 
ness executives and scholars from all parts 
of the U.S. 


Mi Mr. Symes’ discussion of the need for a self- 


liquidating government agency to lease rail- 
road equipment is especially interesting in 
light of the law granting the Civil Aero 
nautics Board power to guarantee as much 
as 90 per cent of the cost of up-to-date 
planes to local airlines. Despite amendment 
of bankruptcy laws and considerable gov- 
ernment subsidies, feeder airlines, like rail- 
roads, have been having trouble. 
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If when is a factor in shipping 


(with on-time delivery essential) 


If where is anywhere 
along this strategic route 


(or points beyond through nation-wide 
interline connections) 


If how to assure 
careful handling 
is a problem 


The motor carrier with more go-how! EXPRESS, INC. 


General Offices: 128 Cherry Street, Terre Haute, Indiana 


pannecting the Midwest with the Eastern Seaboard: Akron « Baltimore + Bethlehem « Bridgeport « Chicago «+ Cincinnati +» Cleveland « Columbus 
ayton » Evansville « Fort Wayne « Harrisburg « Indianapolis + Jersey City « Metuchen « Philadelphia « Pittsburgh « St. Louis « Trenton « Zanesville 
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ON OUR CONTRIBUTORS 


The J. Walter Thompson Com- 
pany of Chicago has for many 
years made the American popu- 
lation and its distribution the ob- 
ject of extensive research. Part 
of this has been made public 
through other sources; “Inter- 
urbia is Here to Stay” gives 
further disclosures. Our author, 
John M. Willem, as a Vice Presi- 
dent of J. Walter Thompson, 
has had a wealth of informa- 
tion to draw on. Mr. Willem com- 
pleted his master’s degree with 
Dr. George Gallup at Northwest- 
ern in 1932, and since has been 
Director of the American Asso- 
ciation of Advertising Agencies 
and a lecturer on journalism at 
various schools. 


Dr. Henry M. Oliver has had a 
distinguished service record both 
in university and government 
work. He has had teaching assign- 


W. G. SEINSHEIMER AND ASSOCIATES 
Ew G. stieetneiate, POESIOENT 5. BASKIN, VICE PaesiDeNT | 


M6 TERRACE PLAZA BUILDING + GARFIELD 10800 - CINCINNAT! 2, OHIO 


CREATIVE DESIGN AND ENGINEERING 
DEVELOPMENT 

INDUSTRIAL ENGINEERING AND 
RESEARCH 

INDUSTRIAL PSYCHOLOGY AND 
HUMAN RELATIONS 

MANAGEMENT RESEARCH AND 
ADMINISTRATION 

SYSTEMS RESEARCH AND 
DEVELOPMENT 

MARKET RESEARCH AND SALES 
ANALYSIS 

OPERATIONS RESEARCH 

FINANCIAL ANALYSIS AND 
ADMINISTRATION 

NONLINEAR ANALYSIS AND HIGHER 
MATHEMATICS COMPUTOR 
PROGRAMMING 
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ments at universities including 
Northwestern, Duke, and Yale, 
and is now Professor of Eco- 
nomics at Indiana University. He 
was Economic Analyst for the Na- 
tional Resources Planning Board 
in 1941 and for the U.S. Treasurv 
in 1941-45. His interest in the 
history of social and economic 
thought, which prompted this 
article, led him earlier to publish 
A Critique of Socio-Economic 
Goals. 


One of the most eloquent 
spokesmen for the railroads in 
their recent difficulties has been 
James Miller Symes, President of 
the Pennsylvania Railroad. He 
has been with that railroad since 
1916, except for the four-year in- 
terval when he was on loan to 
the Association of American Rail- 
roads in Washington as Vice 
President of operations and main- 
tenance. He is, as well, Director 
of the First Pennsylvania Banking 
and Trust Company, the Guar- 
anty Trust Company, and the In- 
surance Company of America. 


Dr. Robert Ferber, as Direc- 
tor of the Consumer Savings 
Project, Inter-University Com- 
mittee for Research on Con- 
sumer Behavior, and as a partici- 
pant in the work on Lire’s Study 
of Consumer Expenditures, is one 
of our best authorities on “Our 
Changing Consumer Market.” He 
is presently Research Professor of 
Economics and Associate Direc- 
tor of the Bureau of Economic 
and Business Research at the Uni- 
versity of Illinois. He has written, 
among other studies, Statistical 
Techniques in Market Research, 
A Study of Aggregate Consump- 
tion Functions, and Factors In- 
fluencing Consumer Purchasing 
Habits, and co-authored Motiva- 
tion and Market Behavior; and he 
has numerous articles in such 
publications as A Review of Eco- 


1958 


nomics and Statistics and The 
Journal of Marketing. 


Samuel Lenher, a Vice Presi- 
dent and Director of the E. I. du 
Pont de Nemours & Company, 
describes product strategy at Du 
Pont from his long experience 
with that company. With a bac- 
calaureate degree from the Uni- 
versity of Wisconsin, Dr. Lenher 
holds the Ph.D. from the Uni- 
versity of London and studied at 
the University of Berlin. Having 
been associated with a company 
with a brilliant record of product 
pioneering, he is well qualified to 
talk about product development. 


John H. Mueller’s contribution 
to this issue, “Perspective on The 
Organization Man,” will be par- 
ticularly interesting to many peo- 
ple, for it takes a second look at 
the view of American business 
society in Mr. Whyte’s book. As 
a distinguished sociologist, and as 
Chairman of the Department of 
Sociology at Indiana University, 
Dr. Mueller is in an excellent 
position to give us a counter- 
view. He was also a Consultant 
for the State Department in 
Germany (1955-56) and on the 
Fulbright selection 
(1950-53). Among his writings are 
a translation of Durkheim’s The 
Rules of the Sociological Method, 
“Class Structure and Academic 
and Social Success,” and “The 
Present Status of the Cultural Lag 
Hypothesis.” 


committee 


Philip R. Headings has studied 
reading efficiency for some yea's. 
Now pursuing his doctorate in 
modern literature at Indiana Uni- 
versity, he has been associated 
with Indiana’s Reading and Study 
Clinic: and, as Training Super 
visor at the U.S. Naval Ordnance 
Plant at Indianapolis, conducted 
a course there in reader training. 
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. . « General Doolittle Drive, 
Weir Cook Airport, Indianapolis 
is where things begin with 

Lake Central Airlines. 

In 32 cities served through 28 air- 
ports in six states is where things 
happen with Lake Central Airlines. 
Over 650,000 people have used the 
commuter and connecting flights de- 
signed for the pussenger needing 
local air transportation between 
the important intermediate cities 
and the large metropolitan areas 
on Lake Central’s Route 88. Tons of 
Airmail and Air Express have also 
traveled these flights. 

If you have occasion to journey to 
Indiana, Ohio, Michigan, Illinois, 
Pennsylvania or New York, call any 
scheduled airline, any travel agent 
or your company’s traffic manager 
and ask about Lake Central's 
convenient commuter and 


4 /, connecting airline schedules. 
Ah YQ, 4 y 0 


AMERICA'S ONLY EMPLOYEE-OWNED AIRLINE 
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He has been both Teaching As- 
sistant and Teaching Associate in 
English at Indiana University. 






Philip Marvin, as Division 
Manager of the Research and De- 
velopment Division of the Ameri- 
can Management Association, has 
had wide experience in manage- 
ment and in product planning. 
In 1948 he studied at the Oak 
Ridge National Institute of Nu- 
clear Studies, and holds the 
M.B.A. and D.B.A. from Indiana 
University. Previous to joining 
the AMA, he was Management 
Consultant for Booz, Allen & 
Hamilton in Chicago, Vice Presi- 
dent of Commonwealth Engi- 
neering Company of Ohio, and 
Economist for the American Vis- 
cose Corporation. He is also the 
author of a book, Administrative 
Management. 









In 1957 Wilmar F. Bernthal, 
Assistant Professor of Manage- 
ment at the University of Colo- 
rado, was awarded a Ford Foun- 
dation Grant to do research on 
foremanship. His article for this 
Horizons grew out of this study. 
Holding a D.B.A. in Management 
from Indiana and an M.B.A. from 
Michigan, he has shown signifi- 
cant insights into one of the most 
crucial positions in industry. 



















Theodore Levitt, Consulting 
Economist, has made one of his 
especial interests the philosophy 


ot! management in a capitalistic 







society. Some applications of this 
may be found in “A Blue-Skies 
Approach for Tomorrow's Mar- 
keting,” A Ph.D. from The Ohio 
State University, he has written, 
‘mong other things, “Lonely 
Crowd and Economic Man” for 
the Quarterly Journal of Eco- 
homics and “The Changing Char- 
acter of Capitalism” for the Har- 
bard Business Review, and has 
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he progressive New York Central System, 
famous for fast, efficient trains like the 20th 
Century Limited, has streamlined paperwork, too, 
with modern Bruning Copyflex copying machines. 


In New York Central’s accounting operations, 
many reports and statements are reproduced by 
Copyflex directly from original work sheets. Cumu- 
lative reports are prepared by posting new entries on 
work sheets and making new Copyflex copies. This has 
completely eliminated clerical rewriting, retyping, 
proofreading. Reports go out hours to days earlier. 


You, too, can save time and 
money with Copyflex on al- 
most any paperwork in your 
business. Copyflex machines 
are clean, odorless, economi- 
cal—letter-size copies cost 
less than a penny each for 
materials. Mail coupon below 
for special literature offer. 


BRUNING 


ppyhex 


Charles Bruning Company, tnc., Dept. 41-BH 


1800 Central Road, Mount Prospect, Ill. 
Offices in Principal U.S. Cities 
in Canada: 105 Church St., Toronto 1, Ontario 


Desk Top Model, $555. Larger Models Available. 
















Bruning Copying Machines Streamline 


Paperwork for Fast-Moving Railroad! 










Please send me my free copy of “Shortcuts to Accounting” and 


further information on Copyflex. 
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PS’ Think Session 


‘“Here’s why we include Standard Register at Dow Chemical,’”’ says W. F. StuMPFIG, 
MANAGER, OFFICE SERVICES, THE Dow CHEMICAL Co., MIDLAND, MICHIGAN. 


IN 1956 we started a company-wide team approach to paper- 
work problems . . . and one of our first decisions was to in- 
clude Standard Register in many of our think sessions. Stand- 
ard has helped us since 1946 when we first began wire trans- 
mission of orders, so we knew the type of forward-looking 
practical guidance we would receive. Their technical know- 
how is a valuable contribution to our constant development 
of integrated data processing.” 

Yes, Standard Register’s sales representatives can be a 
great help to firms working on Paperwork Simplification proj- 
ects. Our unusual experience working with over 90% of 
major United States companies, added to that of your com- 
pany staff, produces a combination that keeps your paper- 
work efficient and up-to-date. 

We invite you to make Standard Register a member of 
your PS team. Supplement your activities with the skill and 
experience of the nation’s recognized authorities on the many 
aspects of paperwork procedures. 


THE STANDARD REGISTER COMPANY, DAYTON 1, CHIO 
PACIFIC DIVISION, OAKLAND 6, CALIFORNIA 


Sales and Service Offices in Principal Cities 
Plants at Dayton; Oakland and Glendale, Calif.; York, Pa.; and Fayetteville, Ark. 
ASSOCIATES: R. L. Crain Limited, Ottawa, Ontario, Canada e W. H. Smith & Son 


Alacra) Ltd., 'ondon, England e Gemah Formas Continuas, Caracas, Venezuela 
Impresora Ariel, S. A., Havana, Cuba e Sten Dahlander, Stockholm, Sweden 
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VALUABLE DATA FREE 


Read the complete detail! 
of the newest and mos 
interesting paperwork sy* 
tems currently being !™ 
stalled by United State 
business. Ask to recelvé 
your own copies of Stand: 
ard’s authoritative publ: 
cations on Paperwork Sim 
plification science. Wnt 
today. 


Standard Register 


PAPERWORK SIMPLIFICATION 


Business Forms 








INTERURBIA 
Is Here To Stay 
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W HAT WILL be the role of American busi- 
ness in 1980? What part will the 
businessman play? Prognostication now is im- 
portant because a sizable flow of invest- 
ment, and new techniques of production and 
methods of doing business will be involved. 
None of these can be altered overnight. Mar- 
ket research studies recently have revealed im- 
portant reasons why businessmen must look 
to tomorrow today. There is obviously a 
change coming over America—a change more 
rapid than any transformation the world has 
ever seen. 


WHAT IS INTERURBIA? 


This changing face of America is to be seen 
in the merging of larger cities into long, so- 
called strip cities that should challenge the 


What is the new face of America? 
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A peek at the city-to-be 


New directions for marketing 


imagination of business executives when it 
comes to future planning. Essentially, the role 
of the businessman now should parallel that of 
the missile researcher who is engaged in a pro- 
gram of awareness and preparedness. He not 
only is responsible for military defense, but 
also seeks answers for the problematical meth- 
ods of peaceful space travel. The indications 
are that future success in business will be at- 
tained only to the extent that the executive 
understands the velocity and extent of growth 
of this new strip city—a city that may stretch 
for hundreds of miles, gobbling up former 
metropolitan areas to make one lengthy Inter- 
urbia. 

The J. Walter Thompson Company has de- 
voted the last several years to a detailed study 
of certain aspects of urban growth and decen- 
tralization in the United States. Our research 
has unveiled the dramatic story of an economic 
and social transformation in this country, the 
speed with which that change is taking place, 
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and the significance it has for all of us in our 
daily lives and our ways of doing business. 

Interurbia, by our definition, has these char- 
acteristics: It is an area comprising at least 
two adjacent cities—two with not less than 
100,000 population each, or one with 100,000 
and three with 25,000 population each. The 
area connecting the cities must have a popula- 
tion density exceeding 100 persons per square 
mile and no more than 25 per cent farm popu- 
lation. The phenomenon of Interurbia appears 
to be evolving from the now-familiar plan of 
Suburbia. The forces shaping this pattern of 
strip growth are: 


the increase in our population 
our road-building program 
the increase in automobiles 


the unprecedented development of our indus- 
try 


the suburbs that grow up almost overnight 


the quick expansion of our cities 


PREPARATION NEEDED NOW 


Perhaps all of this seems too obvious. Yet, 
we, as a nation, have failed to anticipate the 
pace of our growth. We did not predict the 
rate at which our population would grow. In 
1946, the U.S. Bureau of the Census forecast a 
population total of 150 million in the United 
States by 1955. However, by that year there 
were nearly 167 million people in the United 
States—a forecasting error of 17 million people. 
The auto boom was not predicted either. In 
1946, automotive economists forecast 36 mil- 
lion cars on the highways by 1955. A total of 52 
million cars were registered in 1955. The na- 
tion failed to anticipate many factors that af- 
fect housing. By the late 1940’s playground 
areas were overlooked for city apartments de- 
signed for young families. Just as we failed to 
foresee the number of cars people were to 
buy, so we failed to anticipate the demand for 


television sets, automatic washing machines, 
and air conditioners. Hence, many new build- 


ings were electrically obsolete while they were 
still new. 

Few provisions were made for the space 
needed to rear children. So when young fami- 
lies faced the lack of bedrooms and playrooms, 
the trek to the suburbs started. However, con- 
ditions in most suburbs were much the same. 
The little homes lacked adequate ‘bedroom 
space and had no garages or carports. The 
young home owners then were forced to invest 
more dollars to expand their dwellings—if the 
lot area permitted—or move on again. 

The automobile has been the answer to 
many problems, carrying people beyond the 
suburbs to more open space. The most graphic 
demonstration of this spread is in New York 
City. There, as elsewhere, it is no longer real- 
istic to speak of a city and its suburbs. The 
New York metropolitan area has long been a 
conglomeration of many cities and suburbs. 
This is also true of Greater Boston, Philadel- 
phia, Baltimore, and Washington. The former 
East Coast metropolitan islands are now 
virtually one 600-mile city, stretching from 
Maine to Virginia. Actually, there are only two 
stretches in this 600-mile city—one of 2 miles 
and the other of 17 miles—that are not part of 
metropolitan areas. This “world’s longest city” 
contains not 2 per cent of the nation’s land 
area, but it represents over one-fifth of its pop- 
ulation and almost one-fourth of its retail sales. 
And it probably hasn't stopped growing yet. It 
may well grow toward the Piedmont. One feel- 
er, now moving up the Hudson, will in all 
probability follow the New York Thruway to 
Buffalo and link with Cleveland, Detroit, and 
Chicago, and then stretch downward through 
Illinois to St. Louis. 

That would be an Interurbia about twice the 
length of the Atlantic strip—a city more than 
1,200 miles long. 


WHERE WILL THEY BE? 


Although the Atlantic strip is the largest of 
the new urban strips, it is by no means the 
only one. Other strips are rapidly forming. The 
steel belt, from the mines to the Great Lakes, 
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is now an almost continuous urban area joining 
Pittsburgh, Youngstown, Canton, Akron, and 
Cleveland. Another urban strip comprising 
Lansing, Pontiac, Flint, Detroit, and Toledo 
has also emerged and could be linked with 
Cleveland via Sandusky and Lorain. Lake 
Michigan has an industrial strip that sweeps 
across northern Indiana and may soon connect 
with Detroit. The cities linked along that lake 
shore are Milwaukee, Racine, Kenosha, Wau- 
kegan, Chicago, Hammond, Gary, and South 
Bend. An Interurbia strip has emerged along 
Puget Sound, including Seattle, Tacoma, Port- 
land, and Salem. Another is moving from San 
Francisco inland toward Oakland, Sacramento, 
and Fresno. Los Angeles now joins with River- 
side and Long Beach and reaches toward San 
Diego. Two other Interurbias are developing 
in the Southwest. The Dallas and Fort Worth 
development could conceivably extend itself 
in one direction toward Waco, Austin, and San 
Antonio and in another direction toward Hous- 
ton and Galveston. The St. Louis area presents 
another Interurbia. While it may move west- 
ward to join with Kansas City, the St. Louis 
area could also move in a northeasterly direc- 
tion to touch the Milwaukee-Chicago strip. 
Still other Interurbia areas could spring up 
along the Florida coastlines; in the Atlanta- 
Birmingham-Chattanooga-Knoxville section of 
the Deep South; in the Minneapolis—St. Paul— 
Duluth region of Minnesota; the Denver- 
Pueblo area of Colorado; and the Salt Lake 
City region of Utah. People will, as in the 
past, settle close to a waterway, whether it be 
ocean, lake, river, or canal. But there will be 
other motivations, too, such as the climate, the 
need for land, and the desire for better living. 


CAUSE AND EFFECTS 
Mobility 


Now what has caused our cities to merge? 
The explanation is simply that homes and jobs, 
at one time closely tied to each other and 
firmly fixed in their places, both have been 
made movable—at the end of increasingly long 
ropes. The central characteristic that distin- 
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guishes Interurbia from Suburbia is that, in 
Interurbia, the labor force does not move in 
a single direction, but rather in a series of 
crossing lines. From Westport, Connecticut, 
for instance, the majority of commuters go 
southwest to New York City, but many go 
northeast to Bridgeport and New Haven. 
Westport itself gets its labor force from lower 
Connecticut and from New York. Thus the 
interchangeable day and night populations 
that used to be so exclusively a feature of the 
central city are now typical of Interurbia’s 
satellite cities as well. 


Factories in the Open 


The emergence of Interurbia from the now 
outdated concept of city, suburb, and country 
has been stimulated more by the growth of 
satellite cities than it has from the big central 
city. Industry must have large tracts of land 
for the new more sprawling factories. While 
spending billions of dollars on plant expansion, 
industry has found it cheaper to vault direct- 
ly from cities into the country, skipping the 
suburbs. New highways and superhighways 
are practical avenues of transportation for the 
worker to his job from places even 40 miles 
away. The superhighways also make the fac- 
tories more accessible to trucks. 

The future growth of strip cities will prob- 
ably extend from the large centers of popula- 
tion down the “limited access” highways and 
expressways projected in the federal govern- 
ment’s $50 billion road construction program, 
and fill the sprawling areas between popula- 
tion centers. 

Big Cities 

The growth of the strip cities may not stop 
the growth of the large central cities. The big 
cities are growing at unprecedented rates and 
probably will continue to grow. In Chicago, 
for instance, many new office buildings are 
under construction in the Loop or in adjacent 
downtown business districts. A group of city 
planners also have drawn plans for redevelop- 
ing the Near North Side area which is sep- 
arated from the business district by the Chi- 
cago River. It is estimated that the population 
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of the Chicago metropolitan area will increase 
by one million from 1955 to 1960. Similar 
urban renewal is taking place in other big 
cities. But the really spectacular growth will 
be in Interurbia. 


Farm Land 


Naturally, the question arises: “Will this de- 
velopment of Interurbia cause a shortage of 
farm land?” There seems little reason for worry 
on this score. In some areas, of course, the farm 
may have to move out of the path of Inter- 
urbia; but contrary to popular belief, most of 
our wide-open spaces are not crop land. Ac- 
cording to the 1950 Census of Agriculture, only 
about 20 per cent of our land is in crops, 
another 30 per cent in pasture. The rest is graz- 
ing land, forest, mountain, desert, suburb, and 
city. And, as farm technology makes the land 
increasingly productive, still fewer acres will 
feed more and more people. So as we look to 
the future, we can with some confidence pre- 
dict that the day is not too far distant when 
most of our people—and most of our sales—will 
be encompassed within Interurbia. 


Population Density 


For business and industrial leaders the view 
of the nation’s future holds answers to ques- 
tions they have been asking about the markets 
of tomorrow. These evolving Interurbias are 
forerunners of areas where there will be 12 
times as many people per square mile as there 
are in the average square mile in the country 
as a whole. Correspondingly, it is predicted 
that, within the next 25 years, market areas 
inside Interurbia will claim 70 per cent of the 
country’s retail sales. The markets should reach 
this high plateau because the mobility of 
homes and jobs that has brought it to its pres- 
ent stage will become intensified. 


Fragmentation 


As Interurbia develops, we are likely to see 
more fragmentation in living conditions. Be- 
neath the shell of uniform mass housing there 
probably will be a series of communities, each 
catering to different age and income groups. 
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The trend toward uniformity is creating a 
counter desire to be different. The reason is 
mobility. More and more people are leaving 
their old home towns in a series of moves from 
home town to college, from college to a great 
organization. The old home town may look 
much the same. Yet if we check the leadership 
in the traditional town, we will find that the 
sons of the pioneer families have more often 
than not left to join the transient life. But there 
is another more familiar kind of mobility—the 
great exodus from the city to the country. This 
mobility breeds more mobility. Once a person 
has learned to change environment, it becomes 
easier to adapt to another. The good transient 
is quite professional about this. He has learned 
how to keep his bags packed mentally. 


Upgrading 


One aspect of this mobility is the tremen- 
dous upgrading urge it produces. It is remark- 
able how frequently this upgrading urge has 
been underestimated. One of the most char- 
acteristic complaints you will find in the new 
villages of Interurbia is about the kind of 
goods they have in the stores. The complaint 
usually takes the line “Who do they think we 
are, anyway? Perhaps the most interesting 
thing about this upgrading urge is how very 
much it is conditioned by the immediate group 
in which a couple finds itself. It seems to be the 
group in Interurbia that determines when a 
luxury becomes a necessity. When only a few 
housewives in a block have automatic dryers, 
for instance, other housewives can take them 
or leave them. As more and more housewives 
follow suit, it soon becomes an almost unsocial 
act not to own one. 


Individuality 


At first, anyone looking down on a mass 
housing development in Interurbia might say 
the people living there are all living the same 
life. In reality, they are not. They are sensitive 
to even minor differences in living, and they 
will continue to seek those minor differences as 
they move about. It is important to note that 
the role of the businessman in Interurbia will 
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be affected by how much he knows about the 
individual people living there. If he knows the 
psychological needs of an individual, the busi- 
nessman will be in a better position to influ- 
ence that individual. 


THE INTERURBIAN 


The J. Walter Thompson Company studied 
several thousand people and projected the 
principal drives of these people into an 
Interurbian situation. The results showed the 
Interurbian man to be significantly above the 
national average in his expressed desires to 
produce, to do his best, to get prestige and 
acclaim. He has a strong desire to rival and 
surpass others. He has an equally pronounced 
need to dominate other people, to be a leader 
and influence others. He is more willing to 
talk about sex and less strict in his attitudes 
than his predecessors were. Our Interurbian 
man likes to be the center of attention and 
to make an impression on others. It appears 
that vanity and self-dramatization motivate 
him more than the man living elsewhere in 
the land. The Interurbian man doesn't mind 
change. In fact, he likes to do new and differ- 
ent things, to change his daily routine. He likes 
variety and novelty. Possibly this is one reason 
why he accepts the need for mobility with such 
calm. Our Interurbian woman also is an inter- 
esting creature. Her attitudes toward sex differ, 
too, from those of the rest of the country. 
She is more willing to talk about the subject. 
She immensely enjoys understanding others, 
examining motives, analyzing behavior. The 
Interurbian woman also likes to have others 
notice her. She, too, has a great deal of vanity. 
It is of great significance in the development of 
future advertising appeals that the character- 
istics which are most highly developed in the 
men and women of Interurbia will be those 
on which so many successful advertising cam- 
paigns have been built and will be built. 


Changes in Economy 


Let us consider for a moment the economic 


significance of Interurbia. Interurbia_ will 


push us toward an economy that will be 
bigger and probably more stable. The sta- 
bility will be due to the changing pattern of 
ownership and consumption Interurbia im- 
poses. Except for a little furniture and a 
closetful of clothes, most city apartment 
dwellers have no real possessions. By contrast, 
the Interurbanite who has left the big city is 
forced to become a man of property. His 
ownership of a house creates a hunger for hard 
goods that inevitably drives him to work hard- 
er than the metropolitan dweller. Our national 
labor force has been swelled by family mem- 
bers who urgently need money, not to eke out 
a comfortable livelihood but to pay for the 
extras. The stabilizing influence of Interurbia 
on the economy is being seen in a huge spend- 
ing program on the part of business, utilities, 
and public authorities. Interurbia requires 
new highways, schools, hospitals, waterworks, 
factories, and stores. 


Changes in Labor 


Still another stabilizing influence lies in the 
increased opportunity for workers to maintain 
employment by being more mobile. Unem- 
ployed industrial workers are now mobile 
enough to go to another factory. In the eastern 
Connecticut woolen district, for example, the 
town of Danielson was hit hard by closing 
mills. But now many of the workers of Daniel- 
son drive some 60 miles to East Hartford and 
collect the higher wages paid by United Air- 
craft. The expansion of Interurbia may include 
some built-in relief for the shortage of man- 
power. As homes and factories follow each 
other into the countryside we may be able to 
recruit—or keep in the labor force—people 


whose training and experience might not 
otherwise be utilized. These may include mar- 
ried women who could work part-time; people 
who have reached the retirement age but have 
no desire to stop working; individuals who 


must work within minutes of home if they are 
to work at all; and the physically handicapped. 
All of these and more may find increased op- 
portunities to add to the family income in the 
new Interurbia. 








As a result of the greatly increased compe- 
tition for good employees in Interurbia, com- 
panies will be forced to take more initiative 
in developing benefit programs. Every activity 
that can conceivably be used to knit an organi- 
zation together will be exploited. Employers 
will find it necessary to develop new methods 
of integrating new employees into their new 
communities. Companies will have to expand 
the coverage of their community-relations ac- 
tivities as their workers tend more and more to 
spring from outlying communities. Increased 
automobile ownership by employees has al- 
ready broadened the labor pool of most plants 
to 30 miles or more and improved highways 
will lengthen the practical commuting dis- 
tance. 


Changes in Markets 


The marketing problems created by Inter- 
urbia will be no less complex. With 31 million 
changes of residence every year, the retailer, 
worrying about new locations, may have to 
know more about his customers and where 
they come from. The friendly neighborhood 
dealer may lose some of his old sales punch. 
The manufacturer may find that the focus of 
marketing is no longer the central city in Inter- 
urbia, but somewhere in between. Test mar- 
keting may no longer be exclusively confined 
to individual market entities, but more to 
Interurbian strips. The same may be true for 
product research. 

As more and more people cluster together in 
the nation’s Interurbias, manutacturers’ sales 
organizations may grow smaller as they con- 
centrate on retail service. The 2,000-man sales 
force may become a thing of the past. New 
stores, service stations, and discount houses 
will expose customers to brands they ve never 
seen before. As New York and Boston push 
toward each other in the nation’s largest Inter- 
urbia, they'll carry with them certain brands 
that New London, Connecticut, has never 
heard of. The same may apply to prices. Some- 
one may roll down the Interurbian highway 
and introduce some price cuts hitherto un- 
known to various communities along the way. 











INTERURBIA IS HERE TO STAY 3l 





And the mobility of the Interurbian woman 
will simplify this new task of price cutting. 
Miles will mean nothing for the Interurbian 
woman looking for a bargain! 

As we change from the old concept of a 
metropolitan marketing area to a new Inter- 
urbian marketing area, probably we should 
re-examine the methods by which we separate 
and study our markets. Perhaps it may not be 
too early for market research firms to break 
down their findings on the basis of Interurbia 


_ versus non-Interurbia. Perhaps instead of 


viewing the United States as a total market, 
we might see what these 14 Interurbias might 
represent as a total sales opportunity. Perhaps 
a manufacturer might consider his time well 
spent if he anticipated this inevitable move 
toward greater Interurbia and isolated even 
1 of these 14 areas—studied it from every con- 
ceivable marketing angle, developing one 
Interurbia well before being-lured to greener 
pastures. 


Changes in Communications 


Our look at the Interurbian business picture 
would not be complete without some consid- 
eration of advertising and media. The develop- 
ment of Interurbia may completely revolution- 
ize the attitude we take toward markets. It 
seems inevitable that as populations tend to 
merge and come together in bigger groups, 
the political or corporate boundaries as we 
now know them will lose their identity and 
their significance. Concentration of population 
has virtually always meant lower advertising 
costs. The bigger the mass of circulation an 
advertiser buys, the lower the relative cost he 
pays for it. 

Interurbian man will continue to have two 
major appetites for news: one, national and 
international; the other, regional and local. 
How will this dual appetite be satisfied? The 
metropolitan daily may seek to satisfy both 
with more zoned editions, as some large dailies 
already are doing. Or it may sign over the 
depth of local news to the smaller daily and 
weekly and concentrate more on national and 
international news. The metropolitan daily 
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may become less and less identified with the 
central city of Interurbia and more with Inter- 
urbia as a whole. The smaller daily and weekly 
may stand to benefit from the Interurbian de- 
velopment, because they are in the happy po- 
sition of having their market come to them. If 
the smaller newspapers can meet this oppor- 
tunity, theirs is indeed a bright future. 

Interurbia also suggests that more regional 
publications could lead a profitable existence. 
Or perhaps Sunday supplements of the future 
will concentrate their coverage on Interurbian 
clusters. Magazine sales also could follow a 
different trend in Interurbia. Already some 
magazines are selling their circulations sec- 
tionally—usually in the traditional Eastern, 
and Pacific sections. This 
would lead to an adjustment of both circula- 
tion and editorial content. 


Middlewestern, 


Radio and television inside Interurbia also 
face changes. Both electronic media could be- 
come more efficient. Ownership of television 
sets throughout Interurbia will increase to 
something close to the 90 per cent that is now 
usual in metropolitan areas. Then radio will 
become more restricted to the less expensive 
news and music programming. Concentrations 
of population will make it possible for a few 
television stations to reach larger numbers of 
families. Today up to 13 television stations are 
needed to cover the Interurbian area develop- 
ing along the Northeast coast of the United 


States. Electronic progress probably will re- 


y 


duce the number of stations needed for satura- 
tion to as few as five. 

The big, unanswered question about tele- 
vision in Interurbia is the speed with which 
the magic of electronic journalism will focus 
on community life and paint it possibly with 
more intimacy than is now true of the printing 
press. Until that day comes, it seems reason- 
able to suggest that newspapers and radio will 
continue to perform a rather specific editorial 
function in Interurbia, while magazines and 
television do a broader job. 


THE SHAPE OF THINGS TO COME 


We are now at the foothiils of a way of life 
that will require a higher degree of research 
than we have ever employed before to know 
people’s motivations and desires, to know how 
they live and why they live as they do, and to 
know it all before it is too late. How soon and 
how fast this process of Interurbanization will 
take place must remain in the realm of specu- 
lation. Of one thing we are certain: Interurbia 
will produce fundamental changes. And as it 
does, probably no one of us will be able to 
do business as we have been doing. With Inter- 
urbia will come problems and also opportuni- 
ties. No one will find paradise there. Paradise 
always will be just around the corner. And 
that, for all of us, may be our greatest oppor- 
tunity. 


S ince the days when the fleet of Columbus sailed into the waters of 


the New World, America has been another name for oppor- 
tunity, and the people of the United States have taken their 
tone from the incessant expansion which has not only been 


open but has even been forced upon them. He would be a 
rash prophet who should assert that the expansive character 


of American life has now entirely ceased. Movement has 
been its dominant fact, and, unless this training has no effect 
upon a people, the American energy will continually demand 


a wider field for its exercise. 


—Frederick Jackson Turner 


“The Significance of the Frontier in American History” 












“Trade is one thing, religion is another”: once 
advanced as an audacious novelty, . . . was commonly 
accepted by the England of the nineteenth century 
with an unquestioning assurance at which its earliest 
exponents would have felt some embarrassment. ° 


| N Religion and the Rise of Capitalism Brit- 
_ ish economic historian R. H. Tawney traces 
the change in accepted doctrines of business 
ethics that took place during the Reformation 
and early modern periods. He says in sum- 
mary: 

“When the age of the Reformation begins, eco- 
nomics is still a branch of ethics, and ethics of 
theology; all human activities are treated as fall- 
ing within a single scheme, whose character is 
determined by the spiritual destiny of mankind; 
the appeal of theorists is to natural law, not to 
utility; the legitimacy of economic transactions 
is tried by reference, less to the movements of 
the market, than to moral standards derived from 
the traditional teaching of the Christian Church; 
the Church itself is regarded as a society wielding 
theoretical, and sometimes practical, authority in 
social affairs. The secularization of political 
thought, which was to be the work of the next two 


* R. H. Tawney, Religion and the Rise of Capitalism 
(New York: Harcourt, Brace & Co., 1952), p. xii. Copy- 
right 1926 by Harcourt, Brace & Co.; renewed by R. H. 
Tawney. Used by permission of the publishers. 
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centuries, had profound reactions on social specu- 
lation, and by the Restoration the whole perspec- 
tive, at least in England, has been revolutionized. 
Religion has been converted from the keystone 
which holds together tne social edifice into one 
department within it, and the idea of a rule of 
right is replaced by economic expediency as the 
arbiter of policy and the criterion of conduct. 
From a spiritual being, who, in order to survive, 
must devote a reasonable attention to economic 
interest, man seems sometimes to have become an 
economic animal, who will be prudent, neverthe- 
less, if he takes due precautions to assure his spir- 
itual well-being. 

“The result is an attitude which forms so funda- 
mental a part of modern political thought, that 
both its precarious philosophical basis, and the 
contrast which it offers with the conceptions of 
earlier generations, are commonly forgotten. Its 
essence is a dualism which regards the secular 
and the religious aspects of life, not as successive 
stages within a larger unity, but as parallel and in- 
dependent provinces, governed by different laws, 
judged by different standards, and amenable to 
different authorities. To the most representative 
minds of the Reformation, as of the Middle Ages, 
a philosophy which treated the transactions of 
commerce and the institutions of society as indif- 
ferent to religion would have apneared, not 
merely reprehensible, but intellectually absurd.”! 


1 Religion and the Rise of Capitalism, pp. 278-79. 
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England was not the only country where 
such an attitude was widespread. Americans 
substituted for “Trade is one thing, religion is 
another’ the homelier phrase “business is busi- 
ness, ~ but otherwise the doctrine was trans- 
planted with little change from its initial home. 
Tawney might also have had his eyes on wide 
sectors of the pre-1929 United States, instead 
of on seventeenth-century Puritan England, 
when he wrote: 


“Not sufficiency to the needs of daily life, but lim- 
itless increase and expansion, became the goal of 
the Christian's efforts. Not consumption, on which 
the eyes of earlier sages had been turned, but pro- 
duction, became the pivot of his argument. Not 
an easy-going and open-handed charity, but a sys- 
tematic and methodical accumulation, won the 
meed of praise that belongs to the good and faith- 
ful servant. The shrewd, calculating commercial- 
ism which tries all human relations by pecuniary 
standards, the acquisitiveness which cannot rest 
while there are competitors to be conquered or 
profits to be won, the love of social power and 
hunger for economic gain—these irrepressible ap- 
petites . . . the qualities which less enlightened 
ages had denounced as social vices emerged as 
economic virtues. They emerged as moral virtues 
as well. For the world exists not to be enjoyed, but 
to be conquered. Only its conqueror deserves the 
name of Christian.”* 


William L. Whyte, Jr., expresses the same 


thought in The Organization Man‘ when he 
writes about present-day America: 


“Officially, we are a people who hold to the 
Protestant Ethic. Because of the denominational 
implications of the term many would deny its rel- 
evance to them, but let them eulogize the Ameri- 
can Dream, however, and they virtually define 
the Protestant Ethic. Whatever the embroidery, 
there is almost always the thought that pursuit of 
individual salvation through hard work, thrift, 
and competitive struggle is the heart of the Amer- 
ican achievement.” (p. 4) 


*See Frank H. Knight, Freedom and Reform (New 
York: Harper & Brothers, 1947), pp. 57-60. 

’ Religion and the Rise of Capitalism, p. 248. 

‘ New York: Simon and Schuster, Inc., 1956. 


At the turn of the century, he observes, the 
Protestant Ethic was “apparently in full flow- 
er. (p. 14) 


THE UTILITARIAN ARGUMENT 


When intellectuals have rationalized market 
self-seeking, however, they have more fre- 
quently appealed to utilitarian arguments than 
to Puritan values. Adam Smith’s Wealth of 
Nations® furnished them with their principal 
line of reasoning: 


“It is not from the benevolence of the butcher, the 


brewer, or the baker that we expect our dinner, 
but from their regard to their own interest.” (p. 


14) 


“Every individual is continually exerting himself 
to find out the most advantageous employment 
for whatever capital he can command. . . . But the 
study of his own advantage naturally, or rather 
necessarily leads him to prefer that employment 
which is most advantageous to the society. . . . he 
is in this, . . . led by an invisible hand to promote 
an end which was no part of his intention.” 
(p. 423) 


True, such stern moralists of individualism 
as T. N. Carver® have revealed their Puritan 
heritage in straightforward pronouncements: 


“The Kingdom of God is a kingdom of productive 
” (p. 83) 


power at work, ... 


.. means the immoral, the 
un-Christian. ... That only is hateful which inter- 
feres with productive action.” (p. 94) 


“,.. the unproductive . 


“A really vigorous church . . . could become, next 
to the government itself, the most powerful 
agency for the creation of . . . national prosperity. 
It would have to preach hard and honest work at 
one’s regular job, rather than a vague kind of ‘so- 
cial service.’ 


° Adam Smith, The Wealth of Nations (Modern Library, 
Inc.; New York: Random House, 1937). 

® The Religion Worth Having (Los Angeles: The Ward 
Ritchie Press, 1940). Carver was President of the Ameri- 
can Economic Association in 1916. 

™ Carver, Essays in Social Justice (Cambridge: Harvard 
University Press, 1915), pp. 273-74. 











He continues in Essays in Social Justice: 


“The new gospel of individualism must . . . pro- 
claim . . . the absolute responsibility of the indi- 
vidual for his own well-being,—allowing those to 
prosper who, on their own initiative, find ways of 
serving the community, and allowing those who 
cannot to endure the shame of poverty.” (p. 159) 
“.. there is probably no way in which I can give 
_.. [wealth] away to such good advantage as by 
increasing my productive power .. . or by increas- 
ing the productive power of others. If I give to 
them outright, I benefit neither them nor the rest 
of the world; ...” (p. 389) 


“He who does less well than he can does ill. He 
who spends a dollar in selfish gratification when 
he might spend it for tools or productive services, 
does less well than he can. This is the logic back of 
every pronouncement of the Nazarene regarding 


wealth.” (p. 129) 


But Carver* has also stressed the utilitarian 
advantages of “the principle of self-centered 
appreciation commonly called self-interest” 
(p. 59) repeating, while qualifying, Adam 
Smith’s argument: 


“It is so obvious that service consists in supplying 
needs that there ought to be no difficulty in seeing 
that earnings, being the reward for services, are 
commensurate with the needs which are sup- 
plied.” (p. 242) 

“Under a state which accurately distinguishes be- 
tween the economic and uneconomic ways of get- 
ting wealth, and effectively suppresses all of the 
latter, it follows of necessity that every individual 
will be forced, with respect to wealth, to act in his 
own self-interest precisely as he would if he were 
animated by the most completely altruistic mo- 
tives and patriotic sentiments.” (p. 106) 


Perhaps to some readers the qualification 
which Carver introduces into the self-interest 
argument here (“Under a state which accu- 
rately distinguishes between the economic and 
uneconomic ways of getting wealth, and effec- 
tively suppresses all of the latter... ”) may 
appear to point to a great need for business 


* Essays in Social Justice. See also p. 79. 
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self-restraint and social responsibility. To most 
persons who appealed to the Carver type of 
argument, however, such a conclusion did not 
seem to follow. They identified “uneconomic 
ways of getting wealth” with robbery, fraud, 
and monopolistic practices, and derived the 
moral that government should do a better job, 
so that profit-seeking would nearly always pro- 
mote the public interest.? Although they defi- 
nitely were not “interventionists” in the usual 
sense, nevertheless, they revealed in J. M. 
Clark’s words, a“. . . tendency to rely on gov- 
ernment to cure all ills . . . to regard citizen- 
ship, with its duties, as primarily or exclusively 
a political affair.”"° 

It would be unfair to stigmatize the theory 
of maximum good through maximum profit- 
seeking as merely a doctrine of comfort. When 
combined with the Puritan ideals of hard work 
and thrift, or when maximum profit is made a 
duty, the doctrine exalts a rather strenuous 
life. One is called upon to sacrifice leisure, 
pleasurable consumption, and a relaxed atti- 
tude for economic success. When the Puritan 
element is removed, however, the description, 
“doctrine of comfort,’ does not appear in- 
appropriate. The familiar slogan, “business is 
business,” seems to reflect a maximum absence 
of moral tension. 


THE LOGIC OF THE 
UTILITARIAN ARGUMENT 


In spite of this, the utilitarian argument for 
self-seeking conceivably could be accurate; 
selfishness might result in a better allocation 
of resources and thus in a higher aggregate 





® For Carver’s own position here, see Essays in Social 
Justice, chaps. V, VI, IX-XIII. For a more recent expres- 
sion of somewhat similar views, see Henry C. Simons, 
Economic Policy for a Free Society (Chicago: University 
of Chicago Press, 1948), chaps. II, III, VI. 

‘° John Maurice Clark, Economic Institutions and Hu- 
man Welfare (New York: Alfred A. Knopf, Inc., 1957), 
p. dS. 

Carver expressed his opinion thus: “ .. . if the state 
would do a few right things it would be unnecessary to 
do the thousand and one wrong or ineffective things now 
being advocated .. .” (Essays in Social Justice, p. 349.) 













































































































































































































































36 BuSsINESS HORIZONS 


social income than would other motivations. 
If so, this would be clinching for the many 
who agree with T. N. Carver that: 


“One of the surest signs of degeneration is the 
growth of sentimental as distinguished from prac- 
tical morality, especially when it is combined 
with an ingrowing conscience. Sentimental moral- 
ity is the sort which evaluates character and con- 
duct by their ability to satisfy an inner sense of 
propriety, or to create within us the sensation of 
approval. ... Practical morality is the sort which 
evaluates character and conduct by their re- 
sults."!! 

In recent decades there has been an increas- 
ingly widespread conviction that the utilitar- 
ian argument for self-seeking is not accurate. 
One obvious weakness in the use of Adam 
Smith's reasoning to defend self-interest is 
that Smith, taking the pursuit of self-interest 
for granted, does not and cannot ask whether 
other motivation would yield preferable re- 
sults. Logically, Smith’s conclusion about the 
“invisible hand” is at most an argument for 
laissez faire, not an argument that profit- 
seeking will provide a higher national income 
than civic-mindedness or patriotic zeal. The 
latter question is not even considered. 

Nor does logic support the conclusion that 
maximum self-seeking is an almost inevitable 
requisite of business survival. Howard Bowen, 
for instance, has shown that even a firm in an 


atomistically competitive market can display 


generosity and survive: 


. suppose a skilled farmer, with rich land and 
fine equipment, hires a worker. He may easily 
consider the broader social implications of his 
role as employer, and provide for the worker's 
comfort and security beyond the minimum that is 
absolutely required in order to secure the work- 
er'’s services ... But he will not be driven out of 
business because of his concern for his worker 
and the resulting extra costs, nor will he lose out 
in competition. He will merely have chosen to re- 
duce his rents in order to discharge his social obli- 


gations as he sees them. 


'! Essays in Social Justice, p. v. 


“The rents of superior factors (owned by the 
firm) may therefore be a source of income from 
which the competitive firm may pay the costs of 
its socially oriented actions.” '* 


But apparently the most widespread reason 
for challenging the theory of maximum good 
through maximum profit-seeking is a belief 
that the economy is not, and in the foreseeable 
future will not be, characterized by the degree 
of competition implied in the Smith-Carver 
argument. Thus J. M. Clark'® writes: 


“Very broadly speaking, the economic system 
used to be presented as a scheme of unplanned 
co-operation in which “economic laws’ automat- 
ically convert the self-seeking efforts of individu- 
als into an efficient organization and distribution 
of the resources of the community. . . .” (p. 4) 


“Now that the restraints of competitive indi- 
vidualism are increasingly imperfect and inade- 
quate, free collaboration and irresponsible self- 
seeking are no longer compatible. If we are to 
have collaboration by free men, it must be on the 
basis of a spirit of teamwork and a recognized 
obligation to co-operate. If irresponsible self- 
seeking remains the dominant mood, we can have 
freedom without 
chaos and 


co-operation—which 
breakdown—or we can 


means 
have co- 
operation without freedom—which means totali- 
tarianism in some form. We cannot have both.” 


(p. 6) 
Clark thus draws the conclusion that: 


. . one’s economic dealings are matters of vital 


community interest and . . . the obligations of 


good citizenship apply to them directly and not 
merely through the medium of the obligation to 
vote right on political issues in which economic 
interests are involved.” (p. 5) 


'2 Howard R. Bowen, Social Responsibilities of the Busi- 
nessman (New York: Harper & Brothers, 1953), p. 109. 
On the same page (footnote 2) Bowen defines rent as 
. in this sense . . . incomes received for the services 
of a factor in excess of what is required to attract that 
factor into production.” 
13 Economic Institutions and Human Welfare. Clark 
was President of the American Economic Association in 
1935. 
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Clark also criticizes in a more general fash- 
ion the doctrine that we should rely only on 
better laws and more effective government 
agencies when seeking economic improve- 
ment: 


. a growingly important number of the prod- 
ucts of our developing system take the shape of 
diffused effects, often unexpected and _ unin- 
tended, which are not bought and sold in markets. 
Outstanding examples are the things the system 
does to health, employment opportunity, and so- 
cial morale... . 


“In the light of these considerations it becomes 
evident that the theory [which proclaims the so- 
cial utility of self-seeking within a proper legal 
framework] sets an impossible task for its basic 
institution, the law. To put it in a nutshell, law 
cannot completely prevent individuals from 
doing things that unfavorably affect the interests 
of others—not without fatally hamstringing their 
freedom and opportunity to do anything con- 
structive and creative. And where the capacity of 
the law ends, ethical obligation begins.” " 


In Social Responsibilities of the Business- 
man, a volume sponsored by the Federal Coun- 
cil of Churches, Howard Bowen expresses 
views similar to Clark’s. Thus: 


. an overwhelming proportion of business is 
done in firms which have some independence of 
action in matters of production, price, sales, in- 
come distribution, finance, personnel, etc. This 
applies not only to the several hundred great cor- 
porations which account for a major fraction of 
American business activity but also to many thou- 
sands of small and local businesses. The typical 
condition in American business is a significant de- 
gree of control and an appreciable freedom of ac- 
tion in these matters.”!° 


“When the far-reaching scope and consequences 
of private business decisions are recognized, some 
questions naturally arise: Are businessmen, by 
virtue of their strategic position and their con- 
siderable decision-making power, obligated to 
consider social consequences when making their 


'* Economic Institutions and Human Welfare, p. 179. 
° Social Responsibilities of the Businessman, p. 108. 


private decisions? If so, do they have social obli- 
gations that transcend obligations to owners or 
stockholders? 

“The answer to both these questions is clearly 
yes ... And it is becoming increasingly, obvious 
that a freedom of choice and delegation of power 
such as businessmen exercise would hardly be 
permitted to continue without some assumption 
of social responsibility. True, we do not necessar- 
ily depend entirely, or even largely, upon a sense 
of social responsibility to secure socially desirable 
behavior on the part of businessmen. Business- 
men are controlled by competition, by custom, 
and by law. Nevertheless, we do and must depend 
also on their assuming a large measure of respon- 
sibility if the economic system of free enterprise is 
to continue and prosper.” (pp. 4-5) 


DEFENSE OF ETHICAL DUALISM 


Among economists, perhaps the outstanding 
dissident from the current trend is Frank H. 
Knight,’® who looks with favor upon the “ethi- 
cal dualism . . . suggested by the vernacular 
expression, ‘business is business,” (p. 57) and 
wishes that it prevailed more widely and more 
thoroughly. Unlike Bowen and Clark, Knight 
argues that: 


«<< 


. the dualistic principle must be accepted 
wholeheartedly . . . if the kind of civilization we 
call free is to exist. Business must be separated 
from ‘charity, meaning all personal considera- 
tions. The principle of business-is-business is on a 
par with that of justice-is-blind, though both must 
be sometimes seasoned with mercy. Moral obliga- 
tion to persons in consequence of special relation- 
ships is the general principle of feudalism, and is 
anachronistic and disruptive in a commercial or 
enterprise economy.” (pp. 60-61) 


“It is especially in the field of wages,” 
Knight comments, in illustration of his general 
point, “... that the tendency to reject market 
standards is strongest.” (p. 60) 


“A very little, and very elementary, analysis 
would . . . show that the general implication and 





16 Freedom and Reform. Knight was President of the 
American Economic Association in 1950. 
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natural result of making the paymient of wages in 
excess of the value of the service a moral or legal 
obligation of the individual employer is in the 
first place to establish a feudal or quasi-feudal re- 
lationship between employer and employee gen- 
erally. But, under modern conditions . . . such a 
feudalism is itself not generally or permanently 
possible. The natural political consequence of 
such interference must be either to segregate 
whatever elements in the population are not eco- 
nomically worth the wage set, and make them 
permanent wards of society, or else to cause the 
reorganisation of society itself under some kind 


of all-inclusive bureaucratic despotism.” 


Thus, in part, Knight’s insistence upon the 
ethical dualism flows from his belief that busi- 
nessmen will not accept a positive obligation 
to hire submarginal workers and pay them 
supermarginal wage rates, but will at most 
accept the negative obligation not to pay sub- 
marginal wage rates. In turn, this in part de- 
rives from his emphasis upon competitive pres- 
sures in a modern economy: 


. employers in general have extremely little 
margin of discretion as to what wages they can 
pay and continue in business, and more specifi- 
cally, .. . the particular employers who pay the 
lower wages are typically already bankrupt or on 
the edge of bankruptcy.” 


He thus strongly disagrees with Bowen’s state- 
ments concerning the typical businessman’s 
range of power and discretion. But, as has been 
stated, his argument that businessmen will not 
accept a positive obligation to pay wages 
above worth rests only in part upon his views 
concerning competitive pressures. He does 
not, for instance, ask whether the predicted 
unfavorable results would follow if those em- 
ployers able to pay the higher wages chose to 
do so, or if competitive pressures were eased 


by businessmen’s generally coming to believe 


it their responsibility to pay workers more than 
their “worth” when that worth is low.'® Ap- 
parently it is Knight's refusal to ask about the 


‘7 Freedom and Reform, p. 180. 
'’ For Bowen's discussion of this point, see Social Re- 
sponsibilities of the Businessman, pp. 109-15. 


implications of behavior which he believes 
to be highly improbable that led a Catholic 
economist to describe his ethics as “high-grade 
psychology.” 

It would be unfair to Knight, however, to 
say that his preference for market wages over 
“fair” wages is attributable solely to a partial 
evasion of the issue. His hostile remarks about 
“feudalism” reveal his strong allegiance to an 
ethic which exalts standing on one’s own 
feet and mutual helpfulness, and which con- 
demns interference, however well intentioned, 
that keeps another man from achieving self- 
reliance. 


“Each person,” Knight argues, “ought to want, 
and very largely does want, to stand on his own 
feet, to play his own hand, in accord with the 
rules of the game. In this regard it is clear that 
much of what is commonly said about ‘helpful- 
ness’ and ‘service,’ etc., is ‘mush’ or worse. 

“Moreover, it seems that helpfulness, in ‘mate- 
rial’ or economic activities should ideally be mu- 
tual, as far as possible. Now mutual helpfulness 
is precisely the ideal result of economic organiza- 
tion on the basis of free exchange.” 


In keeping with this doctrine of self-reliance, 
he looks with favor upon the spirit of compe- 
tition: 


“It seems to be not merely impossible, but actu- 
ally undesirable and unthinkable, that living 
should not to a large extent take the form of con- 
test relations and be impelled by the competitive 
or emulative interest. This is overwhelmingly the 
nature of play, recreation or ‘free’ activity and it 
is clearly a large factor in the ideal social order to 
convert work into play, or give it the psychology 
of play as far as possible.” ”° 


19 Joseph F. Flubacher, The Concept of Ethics in the 
History of Economics (New York: Vantage Press, 1950), 
p. 372. 

20 Freedom and Reform, p. 111. Carver had earlier ex- 
pressed a similar view: “... there is no greater mistake 
than to assume that competition and rivalry are incom- 
patible with human brotherhood. One would find it very 
difficult even to amuse oneself without some form o 
competition.” (Essays in Social Justice, p. 256.) 

Sociologists and anthropologists have often argued that 
our interest in competitive play reflects the competitive 
nature of our society rather than “human nature.” 
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EMPHASIS ON SOCIAL 
RESPONSIBILITY 










As has been stated, Knight’s rejection of the 
doctrine of business responsibility is, in a lit- 
eral sense, reactionary. It is a protest against 
the trend away from nineteenth-century teach- 
ings. In recent years churchmen, economists, 
and business leaders alike have displayed an 
increasingly great emphasis on businessmen’s 
social responsibilities. Among the evidence are 
books and papers,” public utterances, and con- 
ferences such as those recently held under the 
joint sponsorship of the Danforth Foundation, 
the Harvard Business School, and the Harvard 
Divinity School. 













The extent to which business opinion has 
actually changed is a subject of dispute. In his 
church-sponsored study”? Howard Bowen re- 
ports: 










“Hundreds of leading businessmen have publicly 
affirmed, in speeches and by the written word, 
their keen sensibility of their ‘social responsibili- 
(p. 4) 


Hee” » 














“Indeed, discussion of the ‘social responsibilities 
of business’ has become not only acceptable in 
leading business circles, but even fashionable .. . 
the experience of the ‘thirties, combined with 
worldwide tendencies toward social control and 
socialization of business, has led businessmen to 
think deeply about the conditions which must be 
met if the private-enterprise system is to continue 
as the basic economic organization of this coun- 
try.” (pp. 44-45) 


Against the charge of business rationalization, 
he protests: 










“The expressed views of businessmen are often 
reasonably consistent with their evolving policies 





and actions, and there is much evidence of sincere 
soul-searching and of attempts to think through 
the difficult problems of how to achieve a satis- 
fying economic life for the masses of the people 










“ For a list of writings, see the bibliography and foot- 
notes in Howard R. Bowen, Social Responsibilities of the 
Businessman. 





“ Social Responsibilities of the Businessman. 
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within the framework of private enterprise.” 
( p. 46)?° 


Bowen adds, however: 


“, .. businessmen give noticeably more attention 
to those obligations which are clearly in their 
long-run interest than to those which are not so 
clearly advantageous to them. For example, they 
give great emphasis to developing better public 
relations, and to increasing productivity and effi- 
ciency. ... When businessmen are concerned with 
general economic stability, they think of it in 
terms of the stability of their own operations— 
which has a strong flavor of self-interest .. . The 
number who express concern about things which 
are not so clearly in the business interest are rela- 
tively few.” (p. 68) 


This attitude, although not identical with, 
obviously is akin to that reported by William 
L. Whyte, Jr., in The Organization Man: 


“In the Social Ethic I am describing . . . man’s ob- 
ligation is in the here and now; his duty is not so 
much to the community in a broad sense but to 
the actual, physical one about him. . . . In practice, 
those who most eagerly subscribe to the Social 
Ethic worry very little over the long-range prob- 
lems of society. It is not that they don’t care but 
rather that they tend to assume that the ends of 
organization and morality coincide, . . .”** 


THE DOCTRINE OF 
HEAVEN-PLUS-PROFITS 


Emphasis on those social obligations that 
coincide with personal or corporate interest 


23 Tawney’s irony is also relevant here: “If the medie- 
val moralist was often too naive in expecting sound prac- 
tice as the result of lofty principles alone, he was at least 
free from that not unfashionable form of credulity which 
expects it from their absence or from their opposite. To 
say that the men to whom such teaching was addressed 
went out to rob and cheat is to say no more than they were 
men. Nor is it self-evident that they would have been 
more likely to be honest, if they had been informed, like 
some of their descendants, that competition was designed 
by Providence to provide an automatic substitute for hon- 
esty.” (Religion and the Rise of Capitalism, pp. 24-25.) 

*4'W. L. Whyte, Jr., The Organization Man (New 
York: Simon and Schuster, 1956), p. 8. 
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also helps to explain a curious variant of 
the social-responsibility doctrine, the variant 
which consists of standing the old utilitarian 
defense of profit-seeking on its head. That de- 
fense argues, in effect, that good business is 
ethical states that 
ethical behavior is good business. If one 


behavior. Its converse 
recognizes only those obligations that are con- 
sistent with self-interest, the statement is self- 
evidently true. 

In a narrower form, this business argument 
for responsible behavior is, of course, a very 
old argument. “Honesty is the best policy.” 
“Trust is the basis of business success.” Stu- 
dents of business have long advised that firms 
may be short-sighted when they reach for 
every penny of possible immediate profit by 
taking maximum advantage of current market 
conditions. But the current argument that one 
can simultaneously aim for a better chance 
at profits and a better chance at Heaven goes 
well beyond this.*° Its claim is much more 
sweeping. 

The utilitarian defense of profit-seeking, at 
least in its more sophisticated form, was the 
work of economists, with Adam Smith among 
the vanguard. The business defense of ethical 
behavior appears in large part to be the cre- 
ation of management specialists. As Bowen 
reports: 


scientific studies have shown that good 
human relations in industry and good perform- 
ance require, among other things, that workers be 
accorded the sense of dignity, vocation, justice, 
which 


participation, etc., every humanitarian 


wants them to have.” 76 
Schools of business and management consult- 
ants stand ready to inform those businessmen 
ignorant of the studies’ findings. 

Thus, in a layman’s address to a Boston 
church, Dean Stanley F. Teele of the Harvard 
Business School declared: 


At the 1957 Danforth Seminar at Harvard Dean 
James W. Culliton of Notre Dame College of Commerce 
entitled the doctrine, “All this and heaven too.” 

*6 Social Responsibilities of the Businessman, p. 94. 


“As we have learned more and more about a busi- 
ness organization as a social unit, we have become 
increasingly certain that the executive's skill with 
people—or the lack of it—is the determining ele- 
ment in his long-range success or failure. As we 
look ahead, we have reason to believe that this 
will be increasingly true. In short, the time may 
come when an evil man or one who has no clear 
sense of values simply cannot be an effective ad- 
ministrator.” ** 


That the findings have sometimes been ex- 
travagantly interpreted, so as to yield the con- 
clusion that an ethical optimum provides a 
profit maximum, should perhaps be attributed 
to a general tendency of social science pioneers 
to overvalue their product. Classical econo- 
mists thought they had a better product in 
laissez faire than most economic historians now 
believe; in more recent years many “Keynes- 
ian” economists have claimed much too much 
for their “models ” predictive abilities. Or per- 
haps the doctrine of Heaven-plus-profits is 
traceable to what some foreign observers re- 
gard as Americans congenital tendency to 
oversell. It is hard to believe that, in their 


efforts to improve society, management spe- 
cialists would “do a Madison Avenue job” on 
business itself. 


WHAT ARE THE 
‘““MIDDLE AXIOMS’? 


It would be much easier to decide how far 
ethical obligation and profit prospects march 
along together if we knew the exact nature of 
businessmen’s ethical obligations. In this coun- 
try, as elsewhere in the West, moralists usually 
attempt to derive such obligations from Chris- 
tian teachings. But the New Testament says 
little that is directly applicable, without de- 
tailed, independent interpretation, to moder 
business. 


*7 Address before the First Church in Boston, Januar) 
29, 1956. 

See also the discussion of “Business Objectives and 
Ethical Standards” and of “Morale and the Integration of 
Interests” in Chapters 4 and 16 of Ralph C. Davis, Th 
Fundamentals of Top Management (New York: Harper & 
Brothers, 1951). 
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Frank H. Knight** is highly skeptical that 
any applicable rules can be derived: 


“., . Christianity is exclusively an emotional and 
personal morality; and this, while unquestionably 
essential, does not go beyond providing or help- 
ing to provide the moral interest, motive or ‘drive’ 
toward finding solutions for problems. ...” (p. 
103 ) 


“The general idea that love is no solvent of 
problems or reliable guide to conduct is perhaps 
best brought out by relations within the family. 

.” (p. 107) 


“The problem is rather that of loving in the right 
way, or expressing affection in the ‘right,’ mean- 
ing ‘wise, conduct.” (p. 108) 


Knight also challenges “the Golden Rule 
ideal of doing as one would be done by.” 


“In most real situations,” he argues, “intelligent 
people know that the ‘other’ not merely does not 
want what we would want in his place, but also 
that what he wants is not what is good for him, or 
for the world, and that to give it is not the right 
course of action. .. . The solemn fact is that what 
people most commonly want for themselves is 
their ‘own way, as such, or especially power.” (p. 
109 ) 


As has been stated above, Knight’s own code 
emphasizes self-reliance, noninterference, and 
“fair” competition. 

But moralists expressly staying in the Chris- 
tian tradition also confess their difficulties in 
deriving rules from the fundamental Christian 
teachings. Thus R. H. Tawney says of both 
the Golden Rule and the economic ethic which 
the Church preached during the Middle Ages: 


“Granted that I should love my neighbor as my- 
self, the questions which, under modern condi- 
tions of large-scale organization, remain for solu- 
tion are, Who precisely is my neighbor? and How 
am I to make my love for him effective in prac- 
tice? To these questions the conventional reli- 
gious teaching supplied no answer, for it had not 
even realized that they could be put. It had tried 
to moralize economic relations by treating every 


“ Freedom and Reform. 


transaction as a case of personal conduct, involv- 
ing personal responsibility. In an age of imper-: 
sonal finance, world-markets and a capitalist 
organization of industry, its traditional social doc- 
trines had no specific to offer, .. . ”*° 


Or, as a former Archbishop of York*® stated 
the issue in 1941: 


“<« 


We know the ultimate moral principle of all 
human relationships—“thou shalt love thy neigh- 
bor as thyself.” But we do not know at all clearly 
how this is to find expression in the relations to 
one another of corporate groups such as Em- 
ployers’ Federations and Trade Unions, or differ- 
ent nations, nor how it bears on the actions of 
trustees such as the Directors of a Company or the 
Government of a country. We lack what one 
school of Greek moralists called the “middle ax- 
ioms’—those subordinate maxims which connect 
the ultimate principles ~vith the complexities of 
the actual historical situations in which action has 
to be taken.’ ”*? 


Principles which are sometimes suggested 
do not go far towards supplying the missing 
“middle axioms.” Witness that which Howard 
Bowen reports as frequently put forward by 
businessmen: “... product prices, wages, sala- 
ries, prices paid to suppliers, dividends, re- 
invested earnings, and operating decisions 
should be set so that the interests of all parties 
may be equitably balanced.” One can well 
believe with Bowen that “It is doubtful that 
many businessmen could supply criteria for 
determining when prices are or are not low; 
when wages are or are not fair; when the 
return to investors is or is not reasonable; 
etc.”*? Economists turned moralists and ethi- 
cists studying economics are not exceedingly 
clear, and are certainly far from unanimous, 
when they offer such criteria. 

Differences of opinion that arose at a Dan- 
forth Seminar at Harvard illustrate the per- 
plexities. One of the problems discussed was 


2° Religion and the Rise of Capitalism, p. 184. 

3° William Temple, at the Malvern Conference. 

31 Quoted from John C. Bennett, Howard R. Bowen, 
William A. Brown, Jr., and G. Bromley Oxnam, Christian 
Values and Economic Life (New York: Harper & Brothers, 
1954), p. 199. 

82 Social Responsibilities of the Businessman, p. 50. 
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that of a New England corporation which 
might change a threateningly slim profit to a 
sizable one by moving its factory South. The 
debate which ensued showed that the seminar 
participants differed among themselves not 
only with respect to the probable economic 
consequences of such a move, but also with 
respect to the precise nature of the firm’s obli- 
gations. Among the parties with interests in 
the decision were stockholders; salaried offi- 
cials and key workers who would move with 
the factory; the great mass of workers; other 
persons in the New England community; and 
the potential workers, merchants, and other 
parties interested in potential Southern loca- 
tions. Which of these interests were the corpo- 
ration directors morally obligated to consider? 
What relative weights should be placed upon 
each of the various obligations? The seminar 
participants could not agree. Nor was agree- 
ment any more nearly complete among the 
economists and preachers present than among 
the businessmen. 

Indeed, not all persons who urge that the 
businessman be socially responsible believe 
that there is much point in trying to derive 
“middle axioms.” Religious leaders who say 
that the Church’s “duty . . . is only to place 
economic affairs in a Christian perspective”™ 
apparently take about the same position as 
Knight when he argues that Christianity “ 
does not go beyond providing or helping to 
provide the moral interest . . . toward finding 
solutions for problems.”** Some participants in 
the Danforth Seminar were perhaps even more 
skeptical of middle axioms when they held 


that all one can do is to approach a problem 
in a truly Christian spirit and try to reach a 
decision on a purely circumstantial basis. 


PRESENT TRENDS 


But, regardless of how unspecific are the 
moral commandments which the doctrine of 


’ Social Responsibilities of the Businessman, p. 32. 
* Freedom and Reform, p. 103. 


social responsibility preaches, some trends in 
belief are clear. 


e One, as stated, is the growing insistence that ex- 
ecutive judgment must aid market adjustment in 
providing solutions. 


Another is the increasing stress on “human rela- 
tions.” Church leaders, social scientists, and busi- 
ness spokesmen alike now emphasize that among 
the most important ethical variables are respect, 
dignity, trust, fellowship, sense of participation, 
and over-all development of the human person— 
variables which enter only indirectly into con- 
ventional analysis.*° This stress on human rela- 
tions, of course, fits neatly with tendencies noted 
by Bowen and Whyte.*® Better human relations 
may improve productivity or market demand 
more than the costs such relations entail. And 
they are part of the religion of the Organization 
Man. Agreement on their importance is much 
more nearly complete than on the nature of a 
just income distribution, which is perhaps the 
most controversial part of economic ethics—and 
also the part that has traditionally been the 
center of attention. 


e A third trend, closely related to the growing 
stress on human relations, is that of emphasizing 
obligations to the persons with whom one is most 
closely associated—and thus in consequence sub- 
ordinating not only self-interest and corporation 
interest, but also perhaps the interests of parties 
farther removed. In other words, this trend in- 
volves paying less attention to aggregate “psy- 
chic income” than does familiar, utilitarian eco- 
nomics. Like the new stress on human relations, 
this reflects increasing dissatisfaction with the 
psychology implicit in the older, utilitarian 
teaching, a psychology which pictures a person's 
happiness as chiefly a function of his market pur- 
chases and “leisure.” **7 It doubtless also reflects a 
growing realization of the difficulties involved in 
estimating broad aggregates of “psychic income.” 
Just as each person is likely to know more about 
his own interests than about others’—an argu- 
ment often used in utilitarian defense of self- 
seeking—so he is likely to know more about his 
direct acquaintances’ interests than those of vir- 
tually unknown people far away. 


35 See Christian Values and Economic Life, pp. 20, 24, 
52-61, 218, 237; Social Responsibilities of the Business- 
man, pp. 9-12, 40-42, 60-63, 94; Economic Institutions 
and Human Welfare, pp. 24-25, 57, 67-68, 115-18, 134-37, 
185-97. 

36 See footnotes 24, 25. 

37 See the Clark quotation, footnote 14. 
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Bui, at least to some extent, the new empha- 
sis on obligation to close associates seems to 
reflect the attitude which Knight has in mind 
when he speaks with distaste of “the general 
principle of feudalism,” or the narrow alle- 
giance which Whyte describes when he states 


that, for the Organization Man, “. . . obliga- 


tion is in the here and now . . . duty is not so 
much to the community in a broad sense but 
to the actual, physical one about him.”** Hence 
one may question the social merits of this par- 
ticular trend in the doctrine of social responsi- 
bility. 


38 See footnotes 16, 25. 


ry 
| HE time for national complacency is past. The sentimentalism 


that turns away from facts to feed on platitudes, the provincialism 
which fears ideas and plays at politics in the spirit of the gambler 
or the amateur, will no longer serve. The time has come when the 
people of the United States must bring all their intelligence and all 
their idealism to the consideration of the subtler realities of human 


relations, as they have formerly to the much simpler realities of 


material existence: this at least they must do if America is to be in 


the future what it has been in the past—a fruitful experiment in 


democracy. 


—Carl L. Becker 


THE UNITED STATES, AN EXPERIMENT IN DEMOCRACY 





The problem of railroad equipment is far reaching. From 


the “inside,” we have a daring proposal for its solution. 


NO. FINANCING 
NO EQUIPMENT 


NO RAILROADS! 


JAMES 


,\ OR THE past 20 years, this country has been 
living dangerously, with an economic and 
defense problem of which the general public is 
unaware, but in which it has a considerable 
stake all the same. This problem is the shortage 
of rail cars and locomotives that occurs every 
time there is a peak of industrial or agricul- 
tural activity. 

The effect of such shortages on farmers who 
have “grain on the ground,” perishable crops 
that mature quickly, and other seasonal needs 
for large numbers of empty cars is obvious. 
Also obvious is the effect on coal and other 
raw material producers when they cannot get 
enough cars to fill waiting orders. Not so ob- 
vious is the long-range effect of car shortages 


M. SYMES 


on the percentage of total transportation han- 
dled by low-cost rail movement as against 
higher-cost methods, and the effect on the 
ultimate cost of many consumer products. The 
immediate effect on rail earnings of “business 
turned away’ occurs mainly in times of ca- 
pacity operations, and hence is not so impor- 
tant to the railroads’ average earnings position 
as the long-run effect of permanent diversions 
that follow repeated car shortages. The condi- 
tion of old passenger equipment still in use, 
and operated only with extremely high main- 
tenance costs, is well recognized. 

In the outsider’s mind, the situation seems 
easy enough to solve: The industry should go 
out and acquire all the cars and locomotives it 
needs. Unfortunately, as will be documented 
later, that obvious solution is not available- 
nor has it been available for a good many 
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years. Although not confined to the highly de- 
veloped East and its railroads, the impasse has 
been especially damaging there. The result, 
after years of research and discussion, is that 
the Eastern Railroad Presidents Conference 
has devised, and both branches of the Con- 
gress are considering, a self-supporting plan 
by which the federal government would par- 
ticipate in correcting the shortage, in the pub- 
lic and national interest. 


PLAN DEFINED 


Stripped of details and ramifications, here 
are the plan’s essentials: 


1 A new government agency shall be created, 
to be known as the Railway Equipment Agency, 
or with some similar nomenclature, with an initial 
capital of $500 million. 


2 The railroads shall have the right to apply to 
this equipment agency for long-term net leases 
for such new equipment as they may desire. 


3 The basic rental shall be determined in ac- 
cordance with the following principles: 


e During the term of the lease, the rental shall 
be sufficient to completely amortize the cost 
of the equipment, less the estimated scrap 
value of the equipment at present-day prices. 


The interest factor shall be % of 1 per cent 
above the estimated cost of money to the 
agency for the length of period involved. 
The rental shall be absolutely net and all re- 
pairs, whatsoever their nature, shall be made 
by the leasing railroad. 


4 The agency shall have the right to borrow up 
to four times its capital. 


In short, what is proposed here is a self- 
supporting setup by which the federal govern- 
ment would make available equipment the 


industry needs, but whith, as a result of years 
of low earnings, it does not have the ability to 
provide for itself. 
equipment is already inadequate to meet 
present-day agricultural and industrial peaks 


As has been mentioned, 


as they occur. This inadequacy will become 
more and more marked as the economy ex- 
pands, presenting the railroads with both 
increased opportunities and increased obliga- 
tions. 


NECESSITY DOCUMENTED 


Over the past five years, purchases of freight 
cars have totaled 246,657, an average of 49,331 
a year. Estimates are that in the coming dec- 
ade, if drastic car shortages are to be avoided, 
an average of 85,000 to 125,000 new freight 
cars a year will be needed. In terms of 1957 
dollars, and including costs for the additional 
motive power needed to move them, 100,000 
cars a year for the next 10 years would call for 
over $1 billion a year. 

Present methods of financing the purchase 
of rail equipment include: 


¢ cash 
e instalment purchasing 


e leasing 


A few of the financially strongest railroads 
have traditionally purchased all or nearly all 
of their equipment for cash. Many railroads 
have purchased a small percentage of their 
equipment for cash, particularly specialized 
types of equipment. Over half of the total rail 
equipment—by value—purchased during the 
past five years has been purchased through 
instalment buying. A small percentage of the 
total equipment has been acquired through 
leasing; typical here is the Equitable lease, fi- 
nanced by the Equitable Life Assurance So- 
ciety. 

Railroad equipment purchases during the 
past five years have averaged $750 million a 
year, of which $400 million a year has been 
financed through equipment obligations. Ob- 
viously $750 million a year has not been 
enough, for the car shortage is worse, not bet- 
ter. Also, because of inflation, this amount of 
money will not buy so many pieces of equip- 
ment in the future as it has in the past. 
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Present sources of funds for acquiring rail 
equipment are: 


retained earnings 
depreciation 
working capital 


borrowed money 


Equity financing is not generally available to 
the railroads, as it is to the utilities and manu- 
facturing companies, which earn a return on 
investment far greater than the railroad indus- 
try does. And the four sources of funds just 
mentioned have these limitations: 


Even in prosperous years, net return on rail- 
road investment has a hard time averaging 4 per 
cent, which means that many railroads earn far 
less than that, and thus have little in the way of 
retained earnings with which to make equipment 
purchases. 


Depreciation allowances on existing fleets are 
at a rate representing only about one-third the 
cost of new equipment. Furthermore, increasing 
the total number of freight cars owned would 
necessitate the purchase of more cars than are re- 
tired. Hence depreciation reserves as they exist 
could cover only part of the costs for only part of 
the new cars needed. 


Working capital of the railroad industry has 
been reduced to a minimum. In 1946, it stood at 
$1,438 million, enough to cover that year’s pay- 
roll requirements for four and a half months. At 
the end of 1955, working capital was $547 mil- 
lion. At the end of 1956, it was $295 million. By 
midyear of 1957, working capital had been re- 
duced to $175 million, enough to meet the indus- 
trys payroll for onty 12 days. Working capital 
cannot be depleted further in the future, regard- 
less of how badly new equipment is needed. 


Borrowed money for the purchase of railroad 
equipment has nearly always been obtained as a 
part of some form of instalment buying—so much 
down and so much a year until the car is paid for. 
The two most common forms of such equipment 
obligations are called “equipment trust certifi- 
cates’ and “conditional sales agreements.” Both 
are roughly comparable to financing the purchase 


of an automobile or a refrigerator on time pay- 


ments. In the end the total cost is more than for 
a cash purchase, but the car may be acquired and 
used for a relatively small down payment: In the 
case of railroad equipment obligations, this is usu- 
ally 20 per cent. 


In the public money markets where railroad 
equipment obligations are sold in competition 
with all other types of securities, they have 
the reputation of being a safe investment. They 
usually carry a relatively low interest return— 
never far from the prime interest rate for finan- 
cially sound railroads. 

But by their nature, railway equipment obli- 
gations attract only a limited number of types 
of investment capital. Each of the principal 
types of purchasers are, and, for the next 
few years, may be expected to continue, de- 
creasing their percentage of available capital 
invested in railway equipment obligations. 
Savings banks, for instance, have decreased 
their percentage of total assets invested in 
railroad debt from 14 per cent in 1931 to 2% 
per cent in 1956. The proportion of total 
assets of insurance companies invested in rail- 
road debt has dropped from 20 per cent in 
1926 to 4 per cent in 1956. At the same time, 
commercial banks have been reducing invest- 
ment portfolios in order to meet the increasing 
demand for loans, and endowment and pen- 
sion funds have been increasing the percent- 
age of their funds in common stocks—thus 
constricting two other traditional souéces of 
rail equipment financing. 

As already stated, the average annual sale 
of railroad equipment obligations for the past 
five years has been $400 million. New equip- 
ment in the range of $1.0-$1.5 billion a year, 
and financed by present methods, would 
require $800 million to $1,200 million of 
borrowed money. The principal types of 
purchasers of railroad equipment obligations 


listed above have business reasons for putting 
smaller percentages of their investment capi- 
tal into this type of security. There is no 
possibility that approximately $1 billion a year 
can be supplied from present sources. 


Hence, if the railroad industry is to over- 
come present equipment shortages, grow in 

















capacity with the economy, and meet its obli- 
gations to the national defense, a new source 
of equipment financing must be found. So far, 
the plan herein described and now before 
Congress is the only one that could and would 
do the job. Nor would it, in the end, cost the 
federal government anything, since rentals 
would be set to pay off (with scrap value ) the 
full cost of the equipment, plus the operating 
expenses of the agency. 

Before leaving the subject of the necessity 
for such an agency, two things need to be said. 


{ One concerns the connection between the 
railroads and national defense. In World 
War II, the railroads carried, in addition to 
a greatly stepped-up civilian passenger and 
freight load, 90 per cent of all military 
freight and 97 per cent of all organized mili- 
tary travel. In the next war, if one comes, 
there presumably will be more help, per- 
centagewise, from other means of transport. 
But the bulk of the job will still fall on the 
rails, and they will not be ready to do the 
job if their equipment fleets are not enabled 
to keep up even with peacetime demands. 


The other thing to remember is that the 
plan is not a device to make the entire rail- 
road equipment supply a responsibility of 
the federal government. Far from it. In 
the first place, equipment so obtained will 
cost a railroad more than it would through 
the usual channels, since rentals include 
support of the agency. Realistically, it is 
expected that the top third of the industry 
(financially) would continue to use cash 
and conventional financing where available, 
and would lease very little equipment from 
the government agency. The middle third 
would use conventional financing for as 
much new equipment as it could afford, and 
lease the rest through the agency. The bot- 
tom third would have to rely almost entirely 
on leasing through the agency until its earn- 
ings and cash position recovered to a point 
where it could turn to cheaper methods of 
financing. In short, the plan is not an easy 
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way out of a problem: It is a practical and 
self-respecting way out. 


BENEFITS DEMONSTRATED 


Because of the traditional governmental 
habit of restraining the nation’s railroads in 
their work rather than encouraging them, an- 
nouncement of the plan caused a great deal of 
surprised comment in the press. Although 
much of the comment was approving, there 
was also some jumping to the conclusion that 
the plan was “subsidy” or at best “opened the 
door to government control.” 

The fact is that the plan is anything but sub- 
sidy, since it requires that every cent laid out 
by the agency be paid back, on a year-by-year 
basis and with support for the agency in- 
cluded. As for “opening the door to govern- 
ment control,” the effect of the plan would be 
to help avoid increased controls. There have 
to be railroads, since no other form of transport 
could take up the load they would lay down 
if they went out of existence. If private man- 
agement could no longer supply the service, 
the federal government would be likely to 
step in and do so. By making it possible, at no 
cost to the taxpayer, for private management 
to meet its responsibilities in regard to suf- 
ficient equipment, the federal government 
would be moving away from, rather than 
toward, the expense and responsibility of run- 
ning the industry. 

Two additional points need to be men- 
tioned. 


{| One is that the plan should go into effect 
now. A growing economy requires the in- 
creased rail transport that the plan would 
make possible. But the economy is growing 
now, and the need is now as well as five or 
ten years from now. Occasional lulls in the 
growth of the economy should hasten rather 
than delay implementation of the plan. 
Since the war, such pauses in progress have 
been followed by greatly increased growth. 
Thus it is imperative that such a pause not 

be made an excuse to delay action. It is, on 

the contrary, a reason to speed action. 
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Immediate action is also critical to the na- 
tional defense. The role of railroads in the 


tem as this nation does, is in the midst of a 
vast railroad improvement program, includ- 


defense picture is well understood, but with 
that understanding there is a comfortable 
feeling—outside the industry—that nothing 
need be done about it right now. There 
was, it should be noted, the same comforta- 
ble feeling about Russian abilities in atomic, 
hydrogen, ballistic missile, and earth satel- 
lite technologies. It is known that Russia, 
far from neglecting her rail transport sys- 


ing multiple tracking and complete change- 
over to electric and diesel power. 


That fact speaks for itself; so does the fact 
of the nation’s need for strong and growing 
rail transport in our future peacetime econ- 
omy. For both these reasons, the plan set 
forth above and now before Congress is meri- 
torious and is needed. 


R zrvsne to call a reality by its appropriate 


name, calling it an appearance instead, makes no dif- 
ference to reality. Reality is not thin-skinned. It does, 
however, make a difference to the one who thereby de- 
ceives himself as to the nature of the world in which he 
lives. 

—Max C. Otto 
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What are they? 


| | AD ANYONE predicted ten years ago that 
I. the mainstay of postwar prosperity was 
to be consumer spending, he would have been 
ridiculed. Traditionally, business investment 
in plant and equipment and in inventories had 
been the spark plug, as well as the foretoken, 
of business conditions; it helped determine 
consumer income, which then led to a more 
or less predetermined level of consumer ex- 
penditures. 

The experience of the last decade has shown, 
to almost everybody's surprise, that the proc- 
ess can also work the other way around. In 
1948-49, and then again in 1953-54, it was 
consumer spending that remained high and 
paved the way for further prosperity, while 
activity faltered in of the 


other sectors 


ect nomy. 





Consumer Market 


Major shifts are taking place in the spending of the consumer dollar. 


These developments have been among the 
most spectacular and widely publicized char- 
acteristics of consumer spending in the post- 
war years. Yet, they reflect in large measure 
more basic changes that have been taking 
place over many years, and particularly during 
the past two decades. These include changes 
in the characteristics as well as the number of 
consumers, changes in consumer income and 
assets, and changes in consumer wants and 
preferences—all of which add up to a strikingly 
different present-day market structure for con- 
sumer goods, and which presage additional 
changes yet to come. 

The slowing down of the postwar boom and 
the concomitant availability of a major new set 
of data on consumer expenditures make this 
a convenient time to take stock of these 
changes and to evaluate their effects in rela- 
tion to possible future trends in business con- 
ditions. These new data were obtained in the 
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course of a nationwide survey of consumer 
income and expenditures completed in 1957 
under the sponsorship of Life magazine. They 
represent the most extensive private study 
of this market ever undertaken to date, and 
rival in scope the mammoth 1950 consumer 
expenditures study of the U.S. Bureau of 


Labor Statistics! Comparable in many re- 


‘Some pertinent statistics are: The Life sample con- 
tained 17,173 households selected by an area probability 
design from the population at large. Of this number 
15,003 supplied some of the information requested, and 
10,243 supplied all information. Data were collected from 
each household in four “waves” of interviews conducted 
between October, 1955, and the end of 1956. All together 
110,314 interviews were carried out during the course of 


the study, each interview averaging about two hours. 


spects with these earlier government studies, 
the Life data enable us to bring up to date 
the broad developments that have been taking 
place in the consumer market and to examine 
the current state of affairs. 


MONEY, MONEY, MONEY 


Consumer income after taxes has more than 
quadrupled during the past two decades, from 
1936 to 1956 (Figure 1). In 1957, disposable 
income after taxes appears to have hit a new 
peak of almost $300 billion, or an average of 
well over $5,000 for each of the 50 million fami- 
lies in the country. (Some of this $300 billion 
is not earned by families, but by trusts, individ- 
uals in institutions, and so forth. ) 


























Almost half of this increase has been brought 
about by rising prices—about 40 per cent dur- 
ing the first of these decades, and about 60 per 
cent in the postwar decade. Another portion 
of this increase can be attributed to our grow- 
ing population, particularly during the post- 
war decade when the number of people in the 
country rose almost 20 per cent—almost twice 
the rate of the preceding decade. However, 
even after allowance is made for these in- 
creases in prices and population, the fact re- 
mains that consumers purchasing power has 
undergone a rather hefty increase; in 1956, the 
real income of the average consumer was 71 
per cent more after taxes than it was in 1936. 
Most of this increase came during the war 
years; the increase in purchasing power since 
1946 has been less than 10 per cent. 

The rise in consumer spending that has tak- 
en place during the past two decades has paral- 
leled the rise in incomes. More important, it 
has varied markedly with different types of 
goods and services. Homes, cars, and house- 
hold durables are among goods that have ex- 
perienced the main increases, partly because 
of their unavailability during the war and part- 
ly because of rapid technological advances in 
their design and operation. Among the serv- 
ices, education and foreign travel have regis- 
tered the largest gains, reflecting the newly 
found discretionary spending of millions of 
families and the growing popularity of over- 
seas vacations. Consumer spending has risen 
much less than average for rental housing and 
for purchased locai and intercity transporta- 
tion, which have suffered because of the shift 
to home and car ownership; for clothing, 
which has lost for the time being much of 
its former glamor; and for domestic service, 
which has declined as a result of the wide- 
spread labor shortage, enabling workers in 
this field to make more money elsewhere. 
















Of course, much of this rise in expenditures 
—approximately 60 per cent of it—is due to in- 
creases in price and population. However, 
much the same pattern of consumer spending 
emerges when allowance is made for the ef- 
fects of price and population changes. This is 
supported by a comparison of household ex- 
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FIGURE 2 
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1935-1936; and supplementary reports by the 
Department of Labor, Bureau of Labor Statistics. 
Percentages for 1956 are derived from LIFE 
STUDY OF CONSUMER EXPENDITURES, copyright 
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penditures in 1936 with the corresponding 

Life magazine data for 1956 (Figure 2). 

Such a comparison shows that gadgetry, 
particularly in the form of durable goods, and 
pleasure have been occupying an increasingly 
important position in the American family 
budget. The average urban household in 1956 
went in relatively more for home furnishings 
and equipment (including appliances ), recre- 
ation, and automobiles, and related expenses 
(much of which in turn can be charged to 
recreation ), and less for clothing, rent, and 
household operation. 

In fact, symptomatic of the great postwar 
prosperity has been the decline in the propor- 
tion of the family budget devoted to the tradi- 
tional necessities of life—food, clothing, and 
shelter. American families roughly doubled 
their outlays on food, clothing, and shelter be- 
tween 1936 and 1956, but during the same 
period their over-all expenditures on other 
items cf family living nearly quadrupled. As 
a result, the importance of food, clothing, and 
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FIGURE 3 
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shelter in the family budget fell from nearly 
two-thirds of the total in 1935-36 to just a little 
over half in 1956—and this is without allow- 
ance for the sharp increase in purchases of 
such luxury items as fancy foods and air con- 
ditioning. 

When we get down to individual products, 
differences between family outlays then and 
now become much more pronounced. For 
some products, such as fresh fruit, potatoes, 
railroad travel, and domestic service, expendi- 
tures have risen hardly at all in dollar terms, 
and have actually declined, once price in- 


creases are taken into account. However, pur- 


chases of such items as new homes, washing 
machines, and margarine have risen in some 
cases almost fourfold (Figure 3). Perhaps the 
most striking indication of the changes that 


have taken place in consumer markets is the 
growing proportion of the family budget going 
to new products that had no counterparts in 
1936—air conditioning, television, clothes dry- 
ers, and frozen foods. 


THE STORY BEHIND THE STORY 


Essential to an understanding of the nature 
of these changes and what they portend for 
the future is a consideration of the factors 
responsible for the changes. In general, among 
such factors there seem to be four principal 
ones (Figure 4): 


e income 
e population 
e assets 


e credit 


Income 


The tremendous rise in the level of con- 
sumer incomes alone would have been suffi- 
cient to bring about pronounced changes in 
consumer spending. This rise has been rein- 
forced by the decline in the concentration of 
incomes. There has been in particular an in- 
crease in the proportion of middle-income 
families brought about by the needs of a full- 
employment economy. Higher wages, espe- 
cially for unskilled labor, serve to increase the 
earnings of those already employed and, at 
the same time, induce more family members 
to enter the labor force. 

These developments have produced a more 
equal distribution of incomes. Thus, in 1935-36 
the 10 per cent of families with the highest in- 
comes accounted for 36 per cent of total fami- 
ly income in that year, whereas in 1956, accord- 
ing to the Life data, the same highest 10 per 
cent of families accounted for only 24 per cent 
of total incomes. More families were above 
what would be defined as a subsistence income 
in 1956 too—about 44 per cent in 1956 as 
against 24 per cent in 1935-36 (taking $4,500 
and $1,750 as the corresponding respective 
subsistence levels). The result has been not 
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only higher levels of spending but the creation 
of mass markets for goods previously in the 
luxury category. 


Population 


That more people need more goods is axio- 
matic. However, when characteristics of the 
population that are closely related to spending 
patterns change markedly, shifts in consumer 
markets are an almost inevitable consequence. 
The changes in the present instance are indeed 
pronounced. During the past two decades, our 
population has become more educated; more 
white collar and professional in class; more 
suburban; older, yet, paradoxically, with more 
children and larger families. 

These changes, interacting with the growth 
and redistribution of incomes, have led to a 
growing sophistication in tastes and prefer- 
ences (or at least so people like to believe ), as 
well as to substantial expansion in markets for 
various products. The current boom in hi-fi 
sets, in foreign foods, in sports ces, in white 
shirts (as against colored shirts ), and in wines 
and brandies is largely a manifestation of 
these changes. When a family moves into 
a different income or population group, its 
spending patterns invariably tend to conform 
to those of the new group, albeit with some 
lag. 

The growth of suburban living has led es- 
pecially to pronounced shifts in consumer 
purchases; producing, among other things, a 
booming market for home improvement and 
do-it-yourself materials, a not unrelated surg- 
ing market for bandages and medical supplies, 
and a fertile new field for novelists in search 
of material. 


Assets 


When a person has money in the bank, he 
is more likely to spend liberally out of current 
income than when his pocket is holding his 
last dollar. If, in addition, his holdings have 
risen well above customary levels because of 
a scarcity of goods and pressure to accumulate 
government bonds, he is likely to spend very 
well indeed once the emergency lets up; and 


this is what appears to have happened in the 
postwar years. 

The high proportion of aggregate consump- 
tion expenditures to personal disposable in- 
come during this period—nearly 94 per cent 
—would hardly have been reached had most 
consumers not had a cushion to fall back on in 
case of sudden reversals. This cushion not only 
has been a comfortable one but, what may 
not be widely realized, has been increasing 
throughout the postwar period. Thus, savings 
(time) deposits of individuals rose from $232 
per capita at the end of 1936 to $771 per 
capita in 1946 and then further still to $1,077 
per capita at the end of 1956. At the same 
time, there is some evidence that liquid 
asset holdings (savings and checking ac- 
counts and U.S. government bonds ) have be- 
come more concentrated during the past dec- 
ade. Ten per cent of American households 
were reported to have $5,000 or more of 
liquid assets in early 1956 as against 6 per 
cent in 1946. At the same time, the proportion 
of households without any assets rose slightly, 
to one-fourth of the total. 


Credit 


Toa large extent, the expansion of consumer 
credit can be alleged to be an outgrowth of 
these other changes. After all, really poor 
people are not able to borrow! The most fre- 
quent users of credit in recent years have been 
households in the middle-income brackets, 
earning between $4,000 and $7,000 per year. 
Many of these households have liquid assets 
as well but prefer to borrow anyway, treating 
repayment of the loan as a form of disciplined 
saving. The cost of this borrowing seems to be 
of little consequence to the consumer as long 
as his income is sufficient to cover "he pay- 
ments. 

On the whole, there is little doubt that cred- 
it expansion has served as a major stimulus to 
consumer spending, bringing about many pur- 
chases which would not otherwise have been 
made—especially of cars, homes, and other 
durable goods. In effect, this credit expansion 
can be interpreted as a reflection of the grow- 














ing importance of capital goods in family liv- 
ing, spurred in part by the sharp decline in the 
availability of competent household help at 
reasonable prices. As in business operations, 
outright purchase of consumer capital goods is 
often too costly. The consumer therefore fol- 
lows the alternative of purchasing these goods 
on credit, thereby obtaining for himself the 
services and pleasures provided by these capi- 
tal goods well before the time he can actually 
afford to own them. Whether one likes it or 
not, paying in the future for present enjoyment 
is becoming an increasingly popular way of 


life. 


Other Factors 


Diverse price movements could to some ex- 
tent be labeled a fifth factor accounting for 
the present structure of our consumer market. 
It is not so considered here because during a 
period of rapidly rising incomes such as have 
characterized the last two decades, price con- 
siderations become of secondary importance in 
most purchase decisions. There have been no- 
table exceptions, however, when the price of a 
product went completely out of line with that 
of competing products. This invariably has 
had disastrous results—as in the case of butter. 

Many other factors have also contributed in 
one way or another to the present state of our 
consumer market. Most notable of these is per- 
haps technology, which has spurred demand 
for new or improved products, often at the 
expense of other, more prosaic products. Ad- 
vertising, changing styles, and mass communi- 
cations (especially the homogenizing influ- 
ence of mass media) have also contributed in 
one way or another. Competitive pressures for 
mass production and standardization are also 
not to be ignored. Indeed, some maintain that 
these are the principal factors impelling con- 
sumers to “be alike and live alike.” 


A TELESCOPIC VIEW 


The present consumer market can be eulo- 
gized in terms of a tremendous variety of ad- 
jectives. It is bigger, better, broader than at 
any time in our history. There are more dif- 
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ferent goods and services for sale, more of most 
items available, more people and more money 
bidding for the goods—and, of course, more 
advertising exhorting us to buy still more 
goods. 

Huge as this present market may be, all indi- 
cations are that it will be dwarfed by consumer 
markets of the future. Estimates of the size of 
these markets can be obtained by extrapolat- 
ing past aggregate growth trends, a favorite 
parlor exercise of business analysts. Such an 
approach may yield a rough idea of the general 
size of these markets, but it tells us little about 
their characteristics—how expenditures will be 
distributed among different types of consum- 
ers, how expenditure patterns will be adjusted 
to different economic circumstances, how com- 
petition will affect expenditure patterns, and 
many other questions. These questions can 
only be answered by studying current expendi- 
ture patterns of a cross section of the popula- 
tion and using this as a springboard for in- 
sights into the future. Such data, if current 
enough, can also throw considerable light on 
the structure of the present consumer market 
and thereby serve as a basis for gauging short- 
run market potentials, guiding the use of pro- 
motional efforts, constructing more effective 
sales territories, and determining investment 
plans. 

In a rapidly moving economy such as ours, 
expenditure patterns can change substantially 
within a few years, and it is therefore of par- 
ticular importance to have data recent enough 
to yield an up-to-date cross section of the 
consumer market. It is in this sense that con- 
sumer expenditure studies, such as the recent 
Life survey, come in so handy. Changes in 
early postwar consumer expenditure patterns 
have already been pinpointed by the 1950 
Consumer Expenditures Study of the U.S. Bu- 
reau of Labor Statistics and the University of 
Pennsylvania, and this new study indicates the 
extent to which further changes have taken 
place. 


' Diminishing Influence of Income 


One of the striking characteristics of the 
present consumer market brought out by this 






























































































































































56 BusINESS HORIZONS 


study is its apparent homogeneity. This is true, 
on the whole, even with regard to income; for 
within a few percentage points, high-income 
households distribute their expenditures in 
much the same way as do low-income house- 
holds. (See Table 1.) The only exception of 
any consequence is the tendency for the 
higher-income households to spend less on 
food and more on automobiles, homes, furnish- 
ings, and appliances. 

The principal effect of income on the house- 
hold budget seems to lie in determining how 
large a proportion goes for food; the alloca- 
tion of the budget among other types of ex- 
penditures is determined by the homogenizing 
‘ influence of mass tastes and preferences, modi- 
fied by specific social and demographic factors 
affecting particular households. 

Of course, this is a very general tendency, 
and numerous exceptions will be found when 
data for individual households are examined. 
In addition, we have to consider that although 
households in different economic and social 
circumstances may allocate their expenditures 
among different categories in the same man- 
ner, this does not mean that the same products 
are bought. Not only may altogether different 
products be bought, for example, steak and 
lobster as against hamburger and smelt, but 
the quality of product may differ substan- 


tially: The high-income family may purchase 


a Cadillac or an Imperial while the low-income 
family goes in for a Ford or a Studebaker. It 
may well be these quality differentials that 
constitute the main difference between house- 
hold expenditures at different levels of income; 
for preliminary examination of the distribu- 
tion of household budgets among individual 
products shows, on the whole, surprisingly 
small differences. 

Further evidence of the declining role of 
income is provided by the large number of 
expenditures that seem to be relatively insen- 
sitive, or inelastic, to income changes. As 
incomes move up, manufacturers and distribu- 
tors of goods possessing high income elastici- 
ties are in a favored position, since a given 
rise in income produces proportionately more 


outlays on these goods than on others. This 
approach has also provided a basis for sales 
forecasting and gauging market potentials, by 
estimating the income elasticity of demand for 
a good from consumer expenditure surveys 
and then applying it to alternative projections 
of future income levels and distributions. 

In 1956, however, only a few of the 65 
groups of goods and services used in the Life 
study exhibited elastic demand: 


Categories with elastic demand 


Between low (0-$2,000) 
and middle ($4-5,000) 
income levels 


Between middle and high 
($7,000 up) income levels 
Miscellaneous home Wines, brandies, liquors 
improvements Miscellaneous home 
Small appliances improvements 
Furniture Floor coverings 
Photographic 


equipment 


Automobiles 
Photographic 

equipment Sport goods 
Games and toys 


Sport goods 


If finer classifications were used and individ- 
ual products treated separately, this list would 
become many times longer. It is nevertheless 
apparent from the above and from what has 
been said before (Figure 3) that the impor- 
tance of income, although still great, is dimin- 
ishing and will continue to do so as incomes 
rise further. 

This is not to say that income effects can 
be ignored. Clearly, without income there 
could be no purchases, and even at present 
levels of income, substantial variations in pur- 
chases exist among different income levels. 
This is particularly true when quality consid- 
erations are taken into account. Then, too, 
income effects interact at times with other 
characteristics, so that the direction of change 
in consumer expenditures shifts as the level 
of income is varied. Thus, expenditures for 
infants’ clothing are higher among low- and 
middle-income families whose heads have 
more education, but the reverse is true among 
high-income families. 














Concentration of Markets 


The present-day consumer market is highly 
concentrated. This has been brought about on 
the one hand by the steady migration of the 
population to urban centers, particularly to 
metropolitan areas and their environs, and, 
on the other hand, to the not unrelated fact 
that incomes are highest in these areas. Nearly 
six out of every ten American households re- 
sided in metropolitan areas in 1956. These 
families earned on the average over $5,000 
apiece in that year (in the suburbs of the large 
cities nearly $6,000 ), while household incomes 
in other parts of the country were averaging 
not much over $4,000. 

This huge metropolitan market of nearly 30 
million households accounted for two-thirds 
of the total purchases of goods and services 
by American households in 1956. More than 
three-fourths of household expenditures for 
heer, liquor, housing, and floor coverings took 
place in this area. (See Table 2.) As one would 
expect, there are substantial variations in the 
market shares of various goods and services 
between the central cities and the suburbs of 
metropolitan areas. Central city households 
iccounted for disproportionately large shares 

in relation to their number) of expenditures 
on liquor, women’s and girls’ clothing and foot- 
wear, accessories and clothing care, housing, 
spectator fees, and writing equipment; while 
expenditures in the suburbs were dispropor- 
tionately high for nearly all housing items, 
appliances, and house furnishings; as well as 
for liquor (those exurbanites again! ), automo- 
tive items, sporting goods, and pet foods—all 
reflecting the emphasis in the suburbs on com- 
fortable living. 

The consumer market is also highly concen- 
trated in various other ways. Thus, households 
with children spent considerably more than 
other households, particularly on most food 
items (not to mention baby food!), clothes, 
decorating material, and writing equipment. 

Concentration by income is also pro- 
nounced: The one-third of households with 
the highest incomes accounted for nearly half 
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of the total household expenditures for goods 
and services. However, this percentage was 
actually greater when incomes were lower and 
more unequally distributed. Geographic con- 
centration is a much more recent development. 

Despite this concentration, the fact remains 
that the consumer market has become so large 
that even the smaller segments comprise sub- 
stantial markets in themselves. A commodity 
that appealed to only 1 per cent of this market 
would still have a sales potential of half a mil- 
lion units, representing a population exceeding 
that of all but four of our cities. It is large- 
ly for this reason that markets for such spe- 
cialty goods as custom-made furniture, motor 
scooters, and such canned “delicacies” as mag- 
gots and rattlesnakes have been able to do so 
well alongside the development of the homog- 
enizing mass market. 


Emergence of Other Forces 


Occupation, education, family size, and 
other social forces have always influenced con- 
sumer expenditures to some extent. Now, 
however, with income gradually losing its 
traditional role as the principal, almost sole, 
determinant of the types of goods and services 
a household will buy, these social and demo- 
graphic factors are assuming positions of new 
importance. Differences in expenditure pat- 
terns already appear to lie about as much 
between households of different social charac- 
teristics, different age levels, different educa- 
tional attainments and sources of livelihood, 
and different geographical locations, as be- 
tween households of different income levels. 

Many of these differences become especially 
pronounced when comparisons are made of 
expenditure patterns of households possessing 
different social and demographic character- 
istics but at the same levels of income. Thus, 
whether a household is earning less than $3,000 
a year or over $10,000 a year, we find that the 
one headed by a college graduate spends rela- 
tively less on food, clothing, and medical and 
personal care, but spends more on the home 
and on automotive expenses. (See Table 1.) 
Again irrespective of income, families headed 
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Where the Money Goes 






(Percentage of all expenditures in each category, by selected household characteristics ) ° 
















Income Only 


Expenditure Category Under $3,000 $10,000 and Over 








Food and tobacco 35 Q4 









Clothing 1] 14 
Home operation 18 18 
Home furnishings and appliances 7 10 
Medical and personal care 6 6 
Automotive 12 15 
Recreation and other 1] 13 






Average size of household 








Income and Education 






Expenditure Category Under $3,000 $10,000 and Over 
Not Through College Not Through College 
Grade School or Beyond Grade School or Beyond 

















Food and tobacco 37 31 27 22 
Clothing 12 9 20 13 
Home operation 16 24 18 20 
Home furnishings and appliances 7 7 8 11 
Medical and personal care 6 5 13 5 
Automotive 1] 13 f 14 
Recreation and other 1] 7 











3.8 


i) 


Average size of household 2.9 25 4, 





Income and Occupation 


Expenditure Category Under $3,000 a $10,000 and Over 









Nonfarm Labor Professional Nonfarm Labor Professional 









Food and tobacco 36 30 27 24 







Clothing 10 10 16 15 
Home operation 17 28 23 13 
Home furnishings and appliances 7 6 9 9 
Medical and personal care 7 7 3 3 
Automotive 13 10 11 13 







10 1] 





Recreation and other 









Average size of household 3.6 2.9 4.4 3.8 


°Columns under each household characteristic total 100 per cent. 










Expenditure Category 


Under $3,000 
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TABLE l 


Income and Age of Household Head 


$10,000 and Over 


59 


Under 30 40-49 65 and Over Under 30 40-49 65 and Over 
Food and tobacco 32 35 34 23 23 29 
Clothing Ll 12 10 12 15 8 
Home operation 19 16 19 22 18 17 
Home furnishings and appliances 9 8 8 12 10 7 
Medical and personal care 4 5 7 3 5 1] 
Automotive 15 13 10 17 14 8 
Recreation and other 10 lL] 12 12 1S 20 
Average size of household 3.3 3.9 2.0 3.1 4.1 2.8 


Income and Life Cycle 


Expenditure Category Under $3,000 $10,000 and Over 


No Children; 
Married Head 
40 and Over 


No Children; 
Married Head 
40 and Over 


No Children; 
Head under 40 


Children 
under 10 


No Children; 
Head under 40 


Children 
under 10 





Food and tobacco 32 35 37 22 24 24 
Clothing 9 10 9 12 14 13 
| Home operation 22 18 17 16 20 18 
Home furnishings and appliances 8 8 8 9 10 10 
Medical and personal care 5 6 6 3 ° 8 
| Automotive 12 14 12 19 13 15 
Recreation and other 12 9 Ll 19 14 12 
| Average size of household 1.8 4.8 3.3 2.3 4.9 2.6 
Income and Region (Met. Areas Only) 
Expenditure Category Under $3,000 $10,000 and Over _ 
Northeast South West Northeast South West 
Food and tobacco 38 31 32 29 24 24 
Clothing 13 12 fs) 15 Bi 16 
Home operation 20 20 22 16 22 18 
Home furnishings and appliances 6 9 7 8 8 9 
Medical and personal care 6 6 6 4 7 6 
Automotive Fj Y 13 15 15 12 
Recreation and other 10 13 Ll 13 13 15 
Average size of household 2.5 2.9 2.1 3.9 3.9 3.8 


Income and Marketing Location 


| Expenditure Category Under $3,000 $10,000 and Over 


| eee 
Met. Area, 500,000 or More Towns under Met. Area, 500,000 or More Towns under 

| Central City Suburbs 2,500 Central City = Suburbs” 2,500 

| Food and tobacco 39 34 33 27 24 25 
Clothing 10 9 10 12 x 14 
Home operation 25 22 15 18 Zz 16 
Home furnishings and appliances 5 7 8 9 13 9 
Medical and personal care 5 7 6 3 5 5 
Automotive 7 9 17 13 13 22 
Recreation and other 9 12 1] 18 12 9 
Average size of household 2.4 2.6 3.4 3.8 4.0 3.9 





SOURCE: LIFE STUDY OF CONSUMER EXPENDITURES, copyright 1957 by Time, Inc. 
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TABLE 2 | 


How Market Shares of Consumer Goods and Services Vary ; 

by Marketing Location® 

: ; t 

Metropolitan Areas Nonmetropolitan Areas _ t 

Riathcieen Central City Central City t 

Category _ 500,000 or More under 500,000 _ : 
Central Rest of Central Rest of Per Cent Communities Communities Per Cent 

City Met. Area City Met. Area Total 2,500 or More under 2,500 Total C 


All households 20 15 12 12 59 15 26 Al . 
Food, soft beverages 25 19 12 12 68 13 19 32 . 
Canned vegetables, fruits, juices 25 17 12 13 67 13 20 33 P 
Fresh vegetables, fruits 25 19 13 12 69 13 18 31 
Frozen vegetables, fruits, juices 29 23 1] 1] 74 13 13 26 O 
Beer, ale 32 25 12 11 80 g 11 20 
Wines, brandies, liquors 1] 25 9 9 84 9 7 16 h 
Men’s and boys’ clothing 27 17 10 13 67 12 21 33 ° 
Men’s and boys’ footwear 21 14 13 ll 59 16 95 4] S( 
Women’s and girls’ clothing 34 19 Li 9 ye 12 15 27 T 
Women’s and girls’ footwear 93 22 12 10 67 12 21 33 
Infants’ clothing and footwear 25 18 18 ll 72 13 15 28 le 
Accessories and clothing care 3] 22 13 9 75 12 13 25 tc 
Housing 30 29 13 11 76 12 12 24 T 
Utilities, heating materials 15 19 1] 17 62 15 93 38 or 
Home decoration materials 16 22 1] 11 60 15 25 40 - 
Raw materials 13 15 7 10 45 19 36 a0 la 
Other home operation 22 25 Ll 13 71 14 L5 29 th 
Major appliances 16 19 lL] 14 60 16 24 40 p! 
Small appliances 23 16 13 1] 63 18 19 37 in 
Furniture 26 21 12 14 73 12 15 27 
Bedding, dining equipment 22 21 12 1] 66 14 20 34 Ca 
Removable floor coverings 21 30 10 17 78 8 14 22 m 
Soaps, waxes, ¢ le aners 20 24 LO 12 66 13 21 34 J 
Tools 14 20 6 13 53 14 33 47 es 
Other home furnishings, equipment 20 20 14 12 66 14 20 34 pe 
Medical and dental supplies uc 
and drugs 20 18 13 12 63 15 22 37 th 
Shaving supplies 21 19 12 ‘ 66 16 18 34 
Cosmetics, hair preparations 24 19 14 12 69 13 18 31 m 
Facial, toilet tissue 24 19 12 12 67 15 18 33 be 
Automobiles 17 18 14 13 62 15 23 38 ch 
Gasoline, oil 16 18 10 14 58 14 28 42 
Spark plugs, batteries, filters 14 15 10 15 54 16 30 46 
Tires and tubes 14 16 9 14 53 17 30 47 
Other automotive supplies 19 23 10 15 67 12 2] 33 T 
r'V, radios, phonographs 19 16 1] 12 58 18 24 42 
Photographic equipment 24 24 15 10 73 13 14 27 
Games, toys 20 26 10 15 71 10 19 29 ' 
Sport goods 24 32 6 13 18 1] 14 25 
spectator fees 31 17 14 9 7 12 17 29 ket 
Prepared pet foods 15 25 12 15 67 12 21 33 be 
Writing equipment 3] 16 9 10 66 16 18 34 . 
thi 
of 
tio’ 


°Totals of metropolitan areas and nonmetropolitan areas equal 100 per cent . 
SOURCE: LIFE STUDY OF CONSUMER EXPENDITURES, copyright 1957 by Time, Inc. pri 





by younger people spend proportionately less 
than older families on food and medical and 
personal care but spend more on clothing and 
automotive supplies. 

Region and marketing location seem to exert 
special influences of their own on the alloca- 
tion of household expenditures. Households in 
the Northeast devote more of their expendi- 
tures to food than households in the South or 
West. At the same time, as the size of the 
community increases, more of the household 
budget goes to food, shelter, education, and 
recreation expenses and less to automobile ex- 
penses. (See Table 1.) 

Indicative of the growing importance of 
other factors is the diversity of changes in 
household expenditures between households 
at the same levels of income but with differing 
social and demographic characteristics. (See 
Table 3.) Substantial variation at the same 
level of income is evident more often than not 
for each of the five characteristics listed in 
Table 3. In fact, for some expenditure cate- 
gories, the relative variation in purchases is 
larger for one or more of these characteristics 
than it is for income; this is true of several food 
products, beer and ale, tobacco, some cloth- 
ing items, laundry soaps, radio and TV, medi- 
cal supplies, writing equipment, and building 
materials. Yet these are not the only relevant 
characteristics ‘that influence consumer ex- 
penditures, and indeed for some of the prod- 
ucts listed in the table, none of these may be 
the most relevant characteristic. Again, much 
more frequent and substantial variations can 
be expected when individual product pur- 
chases are considered. 


THE CONSUMER IN THE BRIGHT 
NEW WORLD 


There is little doubt that the consumer mar- 
ket of the future will, with occasional setbacks, 
be still bigger and more grandiose than any- 
thing yet seen. Rising incomes and standards 
of living will take care of that. The implica- 
tions of these trends are many, but perhaps the 
principal ones are the following: 
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1 Consumers are becomingly increasingly 
able to act differently from each other, yet 
in practice they seem to act more like one 
another. This paradoxical behavior of the con- 
sumer may well be such as to give market ana- 
lysts and psychologists alike a completely new 
set of frustrations. For as incomes rise and 
consumers obtain more leeway in allocating 
expenditures, the former emphasis on subsist- 
ence gradually fades into the background. Al- 
ready, probably not much more than half of 
the average household income goes for subsist- 
ence expenditures, and this proportion will un- 
doubtedly decline further. Thus, consumers 
will have at their command an ever increasing 
latitude in allocating expenditures, so that con- 
sumer budgets might be expected to differ in- 
creasingly from each other. 

But what has been happening? Despite the 
growing potential for increasing heterogeneity 
between consumer budgets, the trend seems 
to be in the other direction. Consumer budgets 
on the whole are very similar to one another, 
even when comparisons are made by income 
levels; the main differences appear to lie in the 
qualities of the goods and services that are 
bought rather than in what is bought. Whether 
it is due to mass communications, to a pervad- 
ing desire for conspicuous consumption, to 
pressures from manufacturers, or to some other 
forces, consumers appear to be becoming more 
homogeneous in an era when they are being 
endowed increasingly with the capacity to be- 
have differently. 

To be sure, individual exceptions are numer- 
ous, as is only to be expected in an economy 
containing 50 million households. Hardly ever 
are we likely to reach a stage when the be- 
havior of all individual consumers conforms 
to the average. In the present situation, dis- 
persion about the average is yet to be deter- 
mined, but indications are that the same tend- 
ency toward uniformity will be found to exist. 


2 New concepts of market analysis are 
needed. The growing impact on consumer 
expenditures of a host of factors other than 
income means that the past practice of predict- 
ing sales by deriving a simple relationship 
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How Household Expenditures Vary at the Same Levels of Income Among 


(Expenditures that vary substantially® at given levels of income are indicated by plus [+] or minus [—] in releyay 


\ 


Expenditure Category More Education Older Household Heads Presence of Children 


Low Middle High 
Incomes Incomes _ Incomes 
(Under ($4- ($7,000 Low Middle High Low Middle High 
$2,000) $5,000) up) Incomes Incomes Incomes Incomes Incomes Incomes 


Saby foods 

Butter, margarine 

Cereals 

Cheese, cheese products 
Cottee 

Contections 

Cooking and baking ingredients 


Desserts 


Soft beverages 

Meat, fowl, seafood 

Prepared mixes 

sauces 

Soup 

Canned vegetables, fruits, juices 
Fresh vegetables, fruits 


Frozen vegetables, fruits, juices 


Beer, ale 
Wines, brandies, liquors 


| obacco 


Men’s and boys’ clothing 

Men’s and boys’ footwear 

Women’s and girls’ clothing 

Women’s and girls’ tootwear 

Infants’ clothing ; — 


Accessories and clothing care ; ao 


®°By “substantially” is meant a variation of 50 per cent or more in average household ex- 


penditures over the range of classifications (education, location, etc.) 
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TABLE 3 


Different Socio-economic Groups 


spaces depending on whether expenditures rise or fall in the direction of variation of the given characteristic. ) 


South to North Metropolitan 

(Met. Areas Only) (vs. Nonmet. Areas) Expenditure Category 
Low Middle High Low Middle High 
Incomes Incomes Incomes Incomes Incomes Incomes 


| Baby foods 


+ Butter, margarine 
Cereals 

t Cheese, cheese products 

Coffee 

Confections 


— Cooking and baking ingredients 


Desserts 


Soft beverages 

‘. Meat, fowl, seafood 

Prepared mixes 

+ Sauces 
| Soup 
Canned vegetables, fruits, juices 


Fresh vegetables, fruits 


N ~f. 4 Frozen vegetables, fruits, juices 
4. = 4. Beer, ale 
| 4 £. Wines, brandies, liquors 

Tobacco 


Men’s and boys’ clothing 

_ ~_ Men’s and boys’ footwear 
" 4 Women’s and girls’ clothing 
Women’s and girls’ footwear 

{ ie Infants’ clothing 


4. + Accessories and clothing care 


EDITOR’S NOTE Since the size and the complexity of this table makes the material less than 
obvious to follow, a short interpretive note may be in order. For example, under the character- 
istic “‘Presence of Children,” there are plus signs for ““Baby foods’ at all levels of income. This 
means, of course, that families with children, regardless of the size of their income, spend pro- 
portionately much more for baby foods than does the “‘average’’ consumer. 

Under the characteristic “‘South to North,” plus and minus signs indicate the shifts in con- 
sumer spending that occur as one goes from the South to the North. That is, under the category 
of “Tobacco,” the “‘“Middle Incomes” group in the North spends substantially less for tobacco 
than does the “Middle Incomes” group in the South. On the other hand, there is no signifi- 
cant variation in the proportion of income spent for tobacco by the low and high income 
groups of the two regions, and thus neither a plus nor a minus is given. 
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Expenditure Category More Education Older Household Heads _ Presence of Children 


Low Middle High 
Incomes Incomes Incomes 
(Under ($4- ($7,000 Low Middle High Low Middle High 
$2,000) $5,000) up) Incomes Incomes Incomes Incomes Incomes Incomes 


Housing -t- 


Utilities and heating supplies + ll 7s -}. 


Home decoration materials 
Raw building materials 
(Communications 


Misc. home improvements 


Major appliances 

Small appliances 

Furniture 

Bedding, linen 

Dining equipment 

Floor coverings 

Laundry SOaps 

Household waxes and cleaners 


Tools, hardware 


Misc. home furnishings 


Drugs. remedie 
Medi il supplic 
Dental supplie 
Shaving syppli 
Hair preparations‘ 


Cosmetics, beauty aids 


Facial. toilet tissue 


Automobiles 

Gasoline, oil 

Spark plugs, batteries, filters 
Tires and tubes 


Other auto « xpenses 


Radios, TV, phonographs 
Photographic equipment 
ames, toys 

Sport goods 

Spectator fees 

Prepared pet foods 

Misc. recreation expenditure 


Writing equipment 





South to North 
(Met. Areas Only) 


Low Middle High 


Incomes Incomes Incomes 


OUR 


Metropolitan 
( vs. Nonmet. Areas ) 


Low Middle High 
Incomes Incomes Incomes 


as ~ + 


TABLE 3 
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CONTINUED 


Expenditure Category 


Housing 

Utilities and heating supplies 
Home decoration materials 
Raw building materials 
Communications 


Misc. home improvements 


Major appliances 

Small appliances 

Furniture 

Bedding, linen 

Dining equipment 

Floor coverings 

Laundry soaps 

Household waxes and cleaners 
Tools, hardware 


Misc. home furnishings 


Drugs, remedies 
Medical supplies 
Dental supplies 
Shaving supplies 

Hair preparationst+ 
Cosmetics, beauty aids 


Facial, toilet tissue 


Automobiles 

Gasoline, oil 

Spark plugs, batteries, filters 
Tires and tubes 


Other auto expenses 


Radios, TV, phonographs 
Photographic equipment 
Games, toys 

Sport goods 

Spectator fees 

Prepared pet foods 

Misc. recreation expenditure 
Writing equipment 


tExcludes home permanents. 
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between income and expenditures will yield 
increasingly inferior results as time goes on. 
Accurate forecasts will entail the use of meth- 
ods that take into account the effects on ex- 
penditures of a number of different factors 
simultaneously. This is not the place to go 
into such methodological issues, but it might 
be mentioned that some “multivariate” tech- 
niques already exist for handling such prob- 
lems and other techniques are in develop- 


mental stages. 


3 The role of the consumer as a purely pas- 
sive agent in business fluctuations is a relic of 
the past. With incomes well above subsistence 
levels and with enormous reserves of unneeded 
spending power in the form of durable assets 
and unused credit, consumers .re much more 
free to spend as they please. Concomitantly, 
consumer expenditures are less likely than be- 
fore to vary with moderate fluctuations in in- 


come. A substantial portion of the national 





income is brought about by sales at the con- 
sumer level. If incomes in other sectors of the 
economy dip but consumers keep on spending, 
the net effect can be a considerable boost to 
these other sectors and renewed prosperity. 
Postwar experience, particularly in 1949 and 
1954, has demonstrated conclusively how ef- 
fectively consumer spending can support the 


economy and mitigate the effects of recessions. 


To be sure, consumer spending can work 
the other way, and precipitate a recession 
when one might not otherwise have occurred. 
Then, again, consumer spending may at times 
assume a passive role while more traditional 
forces, such as business investment or govern- 
ment spending, call the turn. The point is that 
the consumer has become, with these other 
forces, a potential catalyst in business fluctua- 
tions. His influence cannot be ignored. Wheth- 
er he will choose to take the initiative at a 
particular time may well be the $64 billion 
question of the future! 





‘ 


s 
Fon whoever liveth but one day in this world changeth his fashions 


a thousand times; each one seeketh liberty and yet depriveth himself of it. The 


Lord created our feet free, yet many persons are unable to walk on account of 


the long points of their shoes. He created legs with joints, but many have so 


stiffened them with strings and laces that they can scarcely sit down; their 


bodies are drawn in tightly, their arms are burdened with a train of cloth, 


their necks are squeezed into their hoods and their heads into a sort of night- 


cap, Whereby all day they feel as though their heads were being sawn off. 


Truly there would be no end to describing the women’s attire, considering the 


extravagance of their dress from their feet up to their heads, and how every 


day they are up on the roofs, some curling their hair, some smoothing it, and 


some bleaching it, so that often they die of the colds they catch! 


—Sacchetti, 14th century 












Du Pont spent $80 million on research last year—$15 million of 
this for basic research. Why should a company spend 4 per cent 


of its sales dollar for a program that has no guaranteed return? 


RESEARCH AT DU PONT 
A Contemporary Case Study 


SAMUEL 


lege H—fundamental and applied—is a 
basic activity in the Du Pont Company; 
it is considered just as important as manufac- 
turing and sales. The company spent about $80 
million, or 4 per cent of its sales dollar, for 
research last year. 

Of the total, more than $15 million went into 
fundamental research. We define this as origi- 
nal exploration for scientific knowledge with- 
out regard to specific commercial objectives; 
the only limitation is that it be in fields of 
present or potential interest to Du Pont. 

This program of fundamental research is 
probably one of the most extensive carried on 
by any company in the United States. It is 
larger than the programs of many colleges and 
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universities; although the Du Pont manage- 
ment believes today, as it did in 1927 when the 
program was launched on a modest scale, that 
industry must place its major reliance on the 
educational institutions for pure scientific in- 
quiry. 

Why, then, did the company undertake fun- 
damental research? In view of the concern 
about research in this country expressed last 
fall after Russia launched the first space satel- 
lite, the reasons given 31 years ago may be of 
interest today. 

A yellowing memorandum in the Du Pont 
files quotes Herbert Hoover, Secretary of Com- 
merce in the Coolidge administration, as say- 
ing that, in comparison with the volume of 
applied research, the volume of fundamental 
research was rapidly losing ground in the 
United States. Emphasizing this for Du Pont’s 
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management, the memorandum’s author, Dr. 
C. M. A. Stine, added: “In other words, ap- 
plied research is facing a shortage of its prin- 
cipal raw materials.” 

Then, as now, applied research was a vital 
function in the company. Since chemical 
manufacturing is a dynamic industry, it de- 
pends upon the application of vigorous, con- 
tinuous, and costly scientific research for 
growth, progress, and even survival. A new dis- 
covery can open up a tremendous commercial 
opportunity. If made by a competitor, it can 
make obsolete a product or process, and leave 
a large investment in piant and facilities idle 
and useless. 

In 1927, Dr. Stine was director of the com- 
pany’s central Chemical Department, now 
known as the Central Research Department. 
His memorandum urged management to au- 
thorize a fundamental research program to 
contribute additional “raw material” for the 
company’s applied research. He also believed 
that such a program would help strengthen the 
research staff, establish the company’s interest 
in scientific information, and improve its con- 
tacts with campus researchers. 

Almost as an apologetic afterthought, Dr. 
Stine cautiously suggested that “pure” com- 
pany research might have practical applica- 
tions with commercial value. He warned, how- 
ever, that there would be no assurance of 
profit, and asked that his proposal be weighed 
solely on the basis of the other considerations. 
The project was promptly approved, and a 
carefully selected staff was installed in a labo- 
ratory that the applied researchers promptly 
dubbed “Purity Hall.” 

The first reports to management were mod- 
est. The scientists delving into the chemical 
unknown were happy in their work: They had 
developed techniques and methods of value 
to the company’s applied researchers, and they 
had also served as consultants. They had pre- 
pared papers of technical interest for science 
meetings. But so far, their endeavors had given 


no promise of financial reward. 


It was only natural, then, when the coun- 
try was in the depth of depression in 1932, 
for the question to be introduced whether 








Du Pont should continue to engage in pure 
research. The late Lammot du Pont, then com- 
pany president, settled the issue by saying, “It 
is more important to carry out research than 
to pay dividends.” 

How important it was, both commercially 
and in terms of benefit to the public, was not 
demonstrated until years later, when the large- 
scale manufacture of such new products as 
nylon and neoprene was begun. Both were 
the “children” of fundamental and applied re- 
search patiently carried on at considerable cost 
through the depression. Both grew out of in- 
quiries oriented solely toward increasing man’s 
knowledge of chemistry. Nylon, in fact, re- 
sulted directly from the company’s first funda- 
mental research project—a study to discover 
nature's mechanism for making giant mole- 
cules. 

Any attempt by an accountant to determine 
the precise gains from Du Pont’s research 
would end in frustration. The ultimate test in 
any industrial enterprise, obviously, is the suc- 
cess of the company in introducing entirely 
new products and new processes. In Du Pont’s 
case, a guide to the results is apparent from 
these facts: 


e In the last 25 years, the company’s annual 
sales have risen from $118 million to $1,900 
million, and the operating investment from 
$359 million to $2,251 million. 


e About half of the company’s current sales are 
from products that were first introduced by 
Du Pont within the last 25 years, and as the 
result of its research. 


e The introduction of these products has given 
employment to more than 30,000 additional 
Du Pont workers, and has contributed to the 
creation of new businesses and the expansion 
of the businesses of thousands of our cus- 
tomers. 


tyes TRADITION for research that is en- 
grained in the industrial philosophy of the 
Du Pont Company traces back to its founder, 
E. I. du Pont de Nemours, who was a pupil 
and associate of the great French chemist and 
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philosopher, Lavoisier. His determination to 
do better, to improve, to make more, and to 
make it at a lower cost, has been passed on 
through management over the 156 years of 
the company’s history. 

Research was recognized by the founder as 
one of the important ways to realize his objec- 
tives. During the first 100 years, applied re- 
search was carried out in company plants, but 
in 1902, the first formal Du Pont laboratory 
was constructed. In 1911, a central Chemical 
Department was established to direct all re- 
search activities. 

In a functional reorganization of the com- 
pany in 1921, research organizations were set 
up in each of the industrial departments (of 
which there are now 11), while the Central 
Research Department was retained to conduct 
long-range research for broad company inter- 
ests. Research also is carried on by two other 
staff organizations, the Engineering Depart- 
ment and the Employee Relations Depart- 
ment’s Medical Division. 

Currently, the company has more than 2,200 
technically trained people engaged in re- 
search. Of these, more than 400 are in funda- 
mental research. In addition, there are other 
essentially technical activities not classified as 
research, such as technical assistance to sales 
and production. In all, the company has more 
than 4,100 technically trained people at work 
in 98 laboratories. 

Research begins with an idea; fundamental 
research depends on original thinking in un- 
charted areas of science. Often the discovery 
of new scientific facts has little or no immedi- 
ate value to mankind. On the other hand, it 
may spark an idea for applied industrial re- 
search, and thus lead to developments of im- 
mense value. 

Here the size and diversity of interests of 
the large corporate enterprise are important. 
In the discovery of nylon, for example, none 
of the scientists involved in the project was 
seeking a man-made fiber, but the company 
had previously worked on applied research 
dealing with rayon. This background enabled 
those conducting the research to see the fiber 
qualities in a long-chain polymer produced in 
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an experiment. However, it took 11 years, a 
cost of more than $27 million, including $6 mil- 
lion for research, and the time of more than 
200 chemists and engineers, to bring nylon to 
the point of commercial production. 

Ideas in research come and go like shadows, 
but they need the sun of encouragement and 
a favorable environment to exist. Creation of 
an environment that gives the individual re- 
search worker interest and absorption in his 
work is an important job of management. An 
essential part of this favorable climate is recog- 
nition by the research scientists that their 
management is patient, deeply concerned, and 
thoughtful in the support and adoption, or 
termination, of research projects. 

Large-scale research and development, such 
as Du Pont carries on, is possible only when 
management and the stockholders are willing 
to risk large sums of money with no guarantee 
of return. This type of work is far beyond the 
reach of the lone inventor. Although the con- 
tribution of the individual is critically impor- 
tant and must not be underestimated, the 
research worker today needs the support of 
research teams before his idea or discovery can 
be developed for the benefit of mankind. 

Individuals such as Professor Staudinger in 
the field of polymers and plastics, or Dr. Salk 
in the field of poliomyelitis vaccines, have 
made discoveries of great importance, but 
these discoveries have become available to the 
public only after extended research by many 
additional workers in pure science and in in- 
dustry. 

It can be said that exploration of new fields 
of the physical sciences has come to the point 
where teams of research workers with elabo- 
rate facilities seem necessary to implement the 
findings of even the most brilliant individual 
workers. In the development of modern tech- 
nology, a group attack is necessary, with con- 
tributions from experts in many fields. 

It is clear that this research, with its sup- 
porting organizations and facilities, can be fi- 
nanced only by an organization with large 
resources and the willingness to take risks to 
accomplish the more difficult tasks. Even a 
company with large means will be unable to 
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support research for very long unless there is 
confidence that ultimately some successful re- 
sults will be achieved, and that once these 
results are transplanted into plants and pro- 
duction, the cost of the failures as well as the 
successes will be repaid. 


| rHE United States, industry is the princi- 
pal means by which fundamental scientific 
knowledge, invention, and technology are 
amalgamated to fill human needs. Contribu- 
tions of immeasurable value come from other 
sources, but the vast majority of discoveries 
which provide people with a better living are 
organized and made available to the public 
by large corporate enterprises. 

The evaluation of research in Du Pont rests 
on the judgment of those responsible for 
building the program and authorizing expendi- 
tures. These men are: 


First, scientists or engineers, and laboratory 
workers and researchers who suggest new areas 
for investigation or new approaches to current 
problems 

Second, laboratory managers and technical di- 
rectors who build a program from ideas or sug- 
gestions, and who consider new leads as candi- 
dates for projects 

Third, departmental managements who weigh 
new products and processes as candidates for 
costly pilot plant development, market surveys, 
and plant investment estimates, and who propose 
and approve research budgets 

Finally, corporate management that authorizes 


research and development budgets and also 
makes the ultimate decisions on capital invest- 


ments in plants for new products and processes 


These echelons of opinion bring many tal- 
ents and varied experience into this evalua- 
tion. The scientist who carries out the work 
has an intimate or personal concept of the 
project or program, for he is part of it and it 
is part of him. He has an excellent idea of 
whether the project is rushing forward with all 
the excitement of achievement, or whether it 
is being kept alive by transfused ideas. 











The laboratory director has a more objec- 
tive, more analytical, probably less personal, 
but still highly technical, appraisal of the work. 

Departmental management, responsible for 
the current commercial success and future 
strength of the business, decides whether its 
appetite is whetted for more work on the proj- 
ect, whether the work has to be supported as 
a long shot, or whether no real promise is seen 
and the work should be stopped. 

Corporate management looks at the project 
from a rather remote position, far from the 
laboratory, and must rely on the reports of 
others. It must decide not only whether or not 
the project is technically sound, but whether 
it is a good commercial risk it wishes to take, 
and whether it is fairly presented. 

The core of our research policy, of course, 
is the long view ahead and the long look back. 
It has often been said that research demands 
patient men and patient money: The history of 
neoprene provides an example. 

Neoprene, which is polymerized chlorobuta- 
diene, was discovered as an elastomer through 
Du Pont research and, over a long period, was 
developed, manufactured, and sold solely by 
the company. But its commercialization could 
not be counted more than a technical achieve- 
ment for many years after its full-scale manu- 
facture, and the later striking expansion and 
commercial success was in large measure due 
to excellent market development work, pene- 
trating sales service work, and plant and engi- 
neering process improvement involving a high 
order of skill. It was 15 years after the labora- 
tory work was recognized as scientifically out- 
standing that the same product could be recog- 
nized by Du Pont management as a highly 
satisfactory contributor to our sales and earn- 

ings, and an important contribution to world 
economy. 


\ \ / HEN OUR management looks at a research 
program for purposes of evaluation, 
here are some of the questions to be answered: 


e Is the work in a field where we have present 
sales or manufacturing interest? 










































e If it is outside our present interest, what are 
the contemplated problems of competition, 
financial outlay, and public relations? 


e Is the work really new or are we developing 
the idea of someone else? 


e Do we see opportunities for new discoveries? 


e Do the scientists working on the program 
have new approaches to the problem? 


e Are there opportunities for broad patent pro- 
tection? 


e What are unfavorable factors that might 
block profitable commercialization? 


e Is the undertaking of a size that can be han- 
dled readily? 


These economic and technical questions 
arise when research proposals are made 
initially; they are in management’s mind when 
progress is reviewed annually; and they 
must be answered when successful research 
has opened the way to a major construction 
project or proposal. In the early phases of re- 
search, economic analysis can only be sketchy 
and general, but as objectives become more 
limited, economic study should take an in- 
creasing part in evaluation. 

Research at Du Pont is decentralized among 
the departments so that many different points 
of view can be considered in the initiation, 
prosecution, and evaluation of programs. Since 
directors of research are on the same organiza- 
tional level as directors of manufacturing and 
sales, the research point of view is represented 
in the appraisal of results at the departmental 
level. 

The company’s over-all research program is 
evaluated by top management—the Executive 
Committee. This committee has the responsi- 
bility of reviewing annually the research re- 
ports and budgets recommended by operating 
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and staff departments. While the Executive 
Committee’s evaluation is made intensively 
once a year, it is carried out on a continuing 
basis through one of the members of the Com- 
mittee who has been designated as an adviser 
on research. Work of the Central Research De- 
partment is subjected to still another screen of 
evaluation. More than half of its spending is 
authorized directly by the Executive Commit- 
tee for long-range exploration, while the re- 
mainder is supported by the industrial de- 
partments as a link between new scientific 
discoveries and applied research on new prod- 
ucts and processes. The voluntary sponsoring 
of this portion of the work of the Central 
Research Department constitutes in itself an 
evaluation of fundamental research results in 
terms of the commercial interests of these de- 
partments. 

The ultimate criterion in our evaluation of 
research is economic judgment of the needs of 
the business. As a dynamic business changes, 
its needs change; and we do not feel these 
needs can be related for purposes of evalua- 
tion to a set percentage of sales income spent 
for research. We do not feel that a particular 
commercial result need be pinpointed to an 
estimated research expenditure to justify 
either the research effort or the commitment 
of capital. Even the distribution of effort to 
discover new processes for existing products 
or new products, or to make fundamental re- 
search, changes with management’s opinion 
of the economic needs of the business at the 
time. 

Our evaluation of research, then, is essen- 
tially a pragmatic judgment. It is based on a 
deep feeling that research is an essential part 
of our business, and that its control requires 
the same tolerance, economic toughness, and 
business courage exercised in the other parts 
of our enterprise. 
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Are long-range plans being junked? 


Are companies neglecting middle-range planning? 


a” ANCE planning of some kind, with greater or lesser 
l degrees of preciseness, has always been an important 
function of the businessman. But such planning may vary all 
the way from an ill-defined intention to take certain steps 
at some future time to a detailed blueprint of future programs 
accompanied by a precise budget for carrying out the pro 
jected plan. Also, planning may encompass periods of time 
ranging from a few months or a year to 5, 10, or 15 years, or 
to an even longer period. 

Since the early 1950's, in fact beginning even during World 
War II, business planning has assumed longer-range propor- 
tions and a much more detailed character than ever before 
in the history of American business. At the same time, the 
American economy has enjoyed a period of almost uninter- 
rupted growth and freedom from major economic swings 
During this period, long-range plans of business have been 
carried forward largely on schedule and without substantial 
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To give our readers the best available thinking on capital in- 
vestment planning, Business Horizons called together, early 
in January in New York, five outstanding analysts of capital 
budgeting and expenditure programs. Here are their conclu- 
sions on the whats, whys, and hows of the plans, the prospects 
for general adherence to them, and the ramifications of chang- 
ing them; as well as guides for further management action. 


—And the Company s Future 


WHAT IS 
“LONG-RANGE”? 


year-to-year modifications. Many business forecasters have 
come to believe, therefore, that projected business spending 
programs could be counted on to supply a measure of sta- 
bility to the economy and to be carried forward regardless 
even of cyclical variations in business activity. Others, how- 
ever, suggest that things really have not changed—that with 
the first chill wind of adversity long-range plans will be swept 
aside and forgotten. The record of business spending pro- 
grams in the fourth quarter of 1957 seems to give some cre- 
dence to the latter point of view. 


CONSIDERABLE discussion revolved around the question “what 
is long-range?” Certainly the whole concept of advance plan- 
ning has experienced an evolution if not a revolution during 
the past five to ten years. As recently as five years ago, 
Woodward pointed out, three experts discussing the subject 
differed widely in their views as to the period for which plans 
were being developed. One spoke of a period of 1 or at most 
2 years as being typical. Another spoke of planning for the 
medium-length period of 3-5 years, in addition to the cus- 
tomary 1-year budget, and in some cases, a truly long-term 
plan of 10 years or more. Still another referred to planning 
periods covering up to 20 years ahead. Certainly a 1-year 
budget cannot by any stretch of the imagination be con- 
sidered a long-term plan. Likewise, a plan covering some- 
thing up to 3 years probably should be regarded as short-term. 
By tacit agreement, therefore, the discussion for the most part 
dealt with periods of 3 years or more. A 3- to 5-year span 
might appropriately be regarded as intermediate-term and 
anything over 5 years as clearly long-term. Moreover, there is 
clear evidence that planning for such periods has shown a 
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marked increase during the past five years. Citing the experi- 
ence of his own organization, Keezer had this to say: 


This is our tenth anniversary for making surveys of business 
plans for investment. When we started there were maybe five 
companies who could give us any idea what their investment 
would be beyond that current year. Ten years later over 90 per 
cent of the companies had what they thought was a plan; at least 
they were able to put down some figure. 

This was a very much larger number of companies than we 
started with, and unless somebody is deceiving himself, there has 
been, in the last three years, a very large increase in the planning 
of capital investment by business firms. 


Likewise, Gainsbrugh commented: 


For what it is worth, I will say that more people are planning 
now than ever before in industry. The planning has become, in 
large companies, a full-time function not only of individuals but 
in many instances of groups of individuals who comprise a plan- 
ning team. Judging from our own observations, a number of 
firms have vice presidents in charge of planning. And this is 
not just short-range business forecasting or setting up a capital 
budget for a period of six months or a year; this is for the inter- 
mediate term and the longer range as well. With each passing 
year, I think more formal and specific attention has been paid to 
long-range planning than ever was before. 


But once having accepted these concepts as valid, we found 
it immediately clear that periods would of necessity vary 
because of industry differences as well as of variations in the 
situations of particular companies. To quote Gainsbrugh: 


I think the length of the planning process is partly a function 
of the plant and equipment cycle of the industry in question. 

The long production cycle required for turbines, and so forth, 
means that, in the main, equipment can’t be forthcoming for 12, 18, 
or 24 months. In many other industries, equipment is tailor-made; 
it can’t be purchased on short notice. Hence one can’t resort to 
entering the market and finding what he wants already available. 
The utilities field has a “to order” rather than a “to market” char- 
acter, and I suspect this is true of some of the heavy capital goods 
producers and manufacturers as well, steel and perhaps paper 
and pulp, where huge machinery inputs have a long production 
cycle. 

And the second factor is the character of the industry’s cyclical 
pattern. I suspect that where there are relative stabilities of de- 
mand, as in the public utilities industry, where population pres- 
sures themselves have considerable significance in terms of de- 
mand, there is a greater degree of regularity of investment and 
a longer planning cycle to go with it than there is in an industry 
characterized by sharp cyclical alterations. 

This may very well be a controversial conclusion. It is worth 
noting that the iron and steel industry has apparently now de- 
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veloped and accepted a long-range planning program in the face 
of its notoriously cyclical pattern. 


And Wilson commented: 


With regard to your first point, I just want to add that I think 
the size of the unit or capacity, in relation to the market, may 
also be a factor. In the case of the utilities, on the whole, it is 
necessary to check to see if adding a fairly large unit of capacity 
pays; and in order to be able to determine whether or not the 
added facilities will really be economic, one has to look ahead 
over a somewhat longer period of time. I think this would hold 
true also of an industry like steel; and this is one of the reasons the 
steel industry is doing more of what one might call longer-range 
planning today than it formerly did. 


Nor ony the length of the planning period, but also the 
detail with which plans are developed has shown a definite 
increase during recent years, On this point Gainsbrugh had 
the following to say: 


If I may raise a question, what does constitute planning in a 
meaningful sense for purposes of economic theory or economic 
analysis? Is it an exploration of market potentials and capital re- 
quirements of the future? Or is there a suggestion in the word 
“plan” that, unless something markedly different develops now or 
at some later period of time, these are the actual programs that 
industry will pursue? 

I raise this question because in the work that we are doing in 
capital appropriations, we regard the appropriations process as 
perhaps the first manifestation of formal acceptance of the plan- 
ning approach. If implementation is what is meant by the word 
“plan” I would say that, in the main, the plans are still largely 
short-range in character. 

We find many companies in the manufacturing area that are 
currently engaged in appropriation processes which virtually 
underwrite their expenditures 18, 24, and 32 months hence. That 
wouldn’t be true of the field of public utilities. There the formal 
planning process in terms not only of a blueprint but also of ap- 
proval by the board of directors may have a 24- , 36- , or 48-month 
span. 

But in manufacturing, I would say long-range planning, includ- 
ing formalizations in the course of action to be pursued barring 
a marked change in economic environment, is not very common. 
That is, there is great interest but very little implementation. 


Comments by Wilson and Knott based on their own 
observations and experience indicated general accord with 
Gainsbrugh’s point of view. Thus, to sum up, a plan is really 
a plan when definite commitments for implementing the pro- 
gram have been entered into. At the same time, plans are 
likely to be more definite and actual implementation is likely 
to be carried out further in advance when the equipment 
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IMMEDIATE FUTURE? 


HOW ARE PLANS 
DEVELOPED? 


production lead time is greater or when equipment must be 
furnished to order. It might also be added that the plan is 
likely to be firm for a greater period when research and de- 
velopment work has been extensive and the technology is 
established well in advance. In addition, it seems evident that 
long-range planning is much more likely to be.found among 


large than among small companies. 
& 


PERHAPS it would seem a little ridiculous even to raise this 
question, yet if the answer is self-evident, why is detailed 
long-range planning apparently of such recent origin? Actu- 
ally the answer to the latter question seems to lie in Wilson's 
suggestion of a greater sophistication on management s part 
regarding the longer-run trends that influence the market for 
its products.” To this should be added that factual knowledge 
needed as a basis for planning is now much more readily 
available than formerly. 

But the whys themselves are most likely to be found in the 
characteristics of certain industries and in the facts of the 
market place. Public utilities, for example, are faced with a 
moral if not a legal obligation to furnish the services required 
at the times and places, and in quantities, demanded. And as 
a matter of self-interest, in most cases, concerns want to take 
advantage of such demand opportunities. Industries not feel- 
ing this particular kind of urgency normally desire to take 
advantage of anticipated market opportunities so as to at least 
maintain an established position in the industry, if not to gain 
at the expense of their less prepared competitors. In either 
case, planning capital expenditures well in advance of mani- 
fest demand is required. Plans for increased capacity, it was 
generally agreed, are likely to be initiated in times of heavy 
demand and to be shelved when a downturn becomes immi- 
nent. In other situations, a desire to effect cost reductions 
through the adoption of more efficient technology prompts 
advance planning. Such plans may even be initiated in slack 
times in anticipation of a revival of demand. 


Wuixe the various consultants emphasized different aspects 
of the planning process, it seems clear that it is a function 
participated in by nearly every department in the concern, 
with ultimate synthesis under the direction of top manage- 
ment—perhaps, as Gainsbrugh suggested, a vice president 
in charge of planning. The particular elements to be consid- 
ered include first of all an estimate of the long-run prospects 
of the economy as a whole, usually expressed in terms of GNP 
projections. In some cases, relative prospects of different sec- 
tions of the country need to be considered as having a bearing 
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on plant location or on other aspects of the program. Next 
comes an appraisal of the prospects of the industry of which 
the concern is a part, followed by the establishment of a 
target objective—the desired position of the concern within 
the industry. 

Perhaps it should be noted again here, that where research 
and development work have produced a fairly orderly evolu- 
tion of products and processes—for example in the automotive, 
oil, and public utilities industries—technology probably plays 
a large part in dictating capital expenditure plans. Planning 
extends at least sufficiently into the future to permit placing 
of orders in time to provide capacity when the schedule calls 
for availability. 

As for the possibility of planning to expand capacity well 
in advance of needs in order to take advantage of the infla- 
tionary bias of the economy, the experts agreed that this was 
not likely to be a factor in future plans. Perhaps some plan- 
ning in recent years was based on such reasoning but, as 
Gainsbrugh put it, companies which did so “found that it is 
a rather costly process. Having once been caught, perhaps 
they will look a little more skeptically the next time at the bait 
that is dangled before them.” 


IF WE assume that long-range plans are based largely on fac- 
tors suggested in the previous section, it follows that any re- 
vision of the way in which these factors are appraised would 
result in an administrative decision to revise the program. 

Thus, the interpretation placed upon a current decline in 
business activity would materially affect the adjustment to be 
made in the program. If the slump is merely a breathing spell 
—a catching-up period to permit capital formation and de- 
mand to readjust—little if any modification will be undertaken 
when the equipment production lead time is fairly long, say 
24-36 months. When this period is somewhat shorter, more 
adjustment may be expected. If the decline is believed to be 
a recession of average severity, more adjustment will occur, 
possibly in the form of a delay in initiating portions of the 
program. If long-term projections are affected, major revisions 
may be expected. 

But perhaps of even greater immediacy than a change in 
future prospects is a change in the cash flows resulting from 
current operations. The company’s profit position in and of 
itself may or may not be significant. Cash receipts, represent- 
ing large depreciation or other allowances, may produce con- 
tinued high levels of cash income, and the long-range program 
may not be materially affected, despite a deterioration in the 
company’s profit position. In fact, to the extent that capital 
expenditures give promise of greater operating economies, 
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continuation of the spending program may be even more ur- 
gent. On this point, Wilson had the following comments to 
make: 








Another factor that we haven't touched on is related to this 
Wilson question of planning, and the adherence of corporations to plans. 
I have always been struck by the statistical correlation between 
the earnings of a corporation—actually, it is more than earnings: 
it is the cash flow of a corporation—and the amount of its invest- 
ment. And changes in the amount of corporate investment are 
closely related to changes in cash flow. 
All I am saying is that a corporation may have a plan to carry 










forward a certain volume of investment, for example investment 






that stems from the research and development sector of the corpo- 
ration; but if it finds that because of adverse circumstances, 
cyclical or other, its profit position is falling substantially, it is 







likely to make adjustments in its plan. 
I think Keezer has pointed out in the past that two of the fac- 
tors adding to stability over a period of time have been the steady 








growth in the volume of depreciation funds, and the large propor- 
tion that depreciation forms of the over-all cash flow of most large 
corporations today, with the result that there is not so much of a 
cyclical change in the cash flow of corporations as was the case, 
for example, in the 1930's or even in the 1920's. Nevertheless, 









there are changes in cash flow, and those changes do have a very 






real bearing on a company’s total volume of capital investment. 

I had lunch recently with the head of a large company here in 
New York. We asked him whether or not his company was cutting 
back on investment more than it had anticipated, and if the in- 
vestment was going to be cut back in 1958 below what had been 









anticipated several months ago; he said yes. They had, he said, 





reviewed the whole program again and they had concluded that 





company earnings in 1958 were not going to be so great as had 






been expected; and as a result the company was going to revise 






in a downward direction its over-all capital investment plans for 


1958. 








And Gainsbrugh commented further: 





At our shop we have been developing what is almost an equa- 
Gainsbrugh tion or a rule of thumb for correlating capital appropriations with 
profit performance. With rising profit margins and rising profits we 








get a pattern of expanding capital appropriations; with shrinking 
profit margins, but still stable profits, we get a neutral pattern of 
capital appropriations; but with the continued negative sign of 
lower profit margins and also shrinking absolute profits, we get still 
a third pattern of sharply contracted capital appropriations. There 
may be a three-months’ or six-months’ lag, but in an unfavorable 










situation, even among companies with an excellent long-range 





future, immediate implementation in the way of capital appropria- 





tions shrinks. 








All of the participants agreed that no company would be 
likely to deliberately attempt to inject a stabilizing influence 
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into the economy by carrying forward a spending program 
in the face of adverse conditions unless special considerations 
would seem to make it to the company’s interest to do so. (An 
example might be the replacement of obsolete plant and 
equipment in the interest of greater ultimate efficiency. In 
fact, as pointed out above, such programs might even be initi- 
ated during slack times. ) 

In view of the fact that present-day plans of large corpora- 
tions are worked out with considerable care and no little ex- 
pense, and that they include financial implementation, Knott 
emphasized that they would not be casually altered. Only a 
major change in the outlook for the company’s long-term fu- 
ture would force alteration. Yet, in Wilson’s words: 


In undertaking such planning it would be foolish to assume 
that there would not be a constant review of plans because this 
world is constantly changing, and as the reviews are made it 
may become clear that the situation the company confronts has 
changed. It may change in any number of respects, each of which 
would require modification of the plan. So the plan, it seems to 
me, cannot be considered a static thing at all. It is something that 
has to be constantly reviewed, and any adjustments must be made 
as a result of that review. As the adjustments are made they will 
influence the volume of capital expenditures that the firm under- 
takes. 


SoME indication of the types of action being taken with re- 
spect to long-range spending plans, and the reasoning under- 
lying these actions, is afforded by our consultants’ specific 
comments. Gainsbrugh’s report, “no marked increase in can- 
cellations in the second half of 1957, a period of growing 
economic uncertainty,’ was based on the cancellation data 
collected by his organization. While there had been a mild 
increase in cancellation, it had not become an epidemic. He 
indicated further that, although many companies now were 
not moving so promptly in the implementation of their long- 
range plans as they had moved at the peak of the cycle, they 
still pledged their loyalty to these plans. 

As a specific illustration of postponement, Wilson cited the 
cases of the Aluminum Company of America and Aluminium 
Limited of Canada, who had “decided not to go ahead at this 
stage with their full program for further expansion.” Although 
public announcements have not indicated the precise reason- 
ing behind this decision, it seems likely that the probable shift 
in defense emphasis from aircraft to missiles may have played 
some part in it. A column in the Wall Street Journal' of Janu- 
ary 13, 1958, announcing further cutbacks by the Aluminum 


1“What’s News,” p. 1. 
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Company of America, justified it by citing “business and in- 
dustry conditions which prevail nationally,” and “existing 
high inventories of aluminum, coupled with decreased de- 
mand.” It was emphasized, however, that the company even- 
tually would complete its new facilities when business condi- 
tions made completion feasible. 

Gainsbrugh contributed two other illustrations in the pulp 
and paper industries. Here the long-term production cycle in 
the manufacture of machinery is involved. Several company 
spokesmen have indicated that current capacity is greater than 
that needed to meet present demands. Accordingly, equip- 
ment producers have been asked to postpone delivery from 
1958 to 1959 and 1960. At this point Knott suggested that 
previously, say in the 1920's, cancellations would have been 
more likely to result. This was generally accepted by the other 
consultants. He added further that plans of the type men- 
tioned were more common to large than to small companies, 
which was likewise accepted. 

By way of contrast to the cutbacks mentioned above, Keezer 
cited a recent report by the Gulf Oil Corporation, indicating 
an intention to continue its expansion program without inter- 
ruption, regardless of current conditions and the fears of some 
others in the industry. He suggested that the electrical appli- 
ance industry might be another case in point. 

To sum up, the existence of long-range plans does not, of 
itself, eliminate the causes for variations in the rate of capital 
expenditure. Plans tend to be modified, and fairly ow‘ kly, as 
the business outlook changes. Individual compa: and _ in- 
dustry differences affect the degree and type of mou. fication. 
Larger corporations tend to postpone, smaller ones to cancel. 
All have a tendency to revise as the long-run outlook for the 
particular corporation is altered. As suggested by Gainsbrugh, 
perhaps the greatest effect of planning, so far as stability is 
concerned, is that cyclical swings in business spending may 
have been reduced both in length and in amplitude. But this 
is, of necessity, a tentative conclusion, subject to further test- 
ing as our experience unfolds. 


A CONSIDERABLE amount of discussion of the current situation 
turned upon the forces underlying the downturn rather than 
upon management's reaction to the downturn so far as long- 
range plans are concerned. But these forces merit discussion 
because they vitally affect the long-term plans already in exist- 
ence as well as those to be developed in the next year or so. 
Gainsbrugh set off this particular phase of the discussion by 
pointing to the extremely high rate of capital formation in the 
first postwar decade, a rate perhaps higher than the expan- 
sions in either production or consumption would warrant. 
This he referred to as the catching-up phase, which was due in 
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part, perhaps, to the attrition of the 1930's. Also, according to 
Wilson, this phase may have been spurred on by shortages 
resulting from World War II and later from the Korean con- 
flict. Both Gainsbrugh and Wilson, however, cited the evi- 
dence contained in papers presented by Daniel Creamer, 
George Terborgh, William F. Butler, and others, at the recent 
meetings of the American Economic Association in Philadel- 
phia, which tends to show that investment, production, and 
demand had moved in good balance until about 1953. Since 
then, capacity has increased more rapidly than production 
and demand. Thus, according to Gainsbrugh, we may be now 
in a correction phase which may continue for the next year or 
two. But this phase, which he considers cyclical in character, 
is merely a temporary disturbance of the long-term growth 
pattern on which long-run projections have been based. The 
high models for the mid-1960’s, he feels, are still valid. With- 
out necessarily dissenting, Wilson suggested that the present 
situation may be more secular than cyclical in character, 
representing a change to a lower rate of capital expansion in 
manufacturing, offset, perhaps, by an increase in other sec- 
tors of the economy, such as services and the military. 
Summing up, Gainsbrugh had this to say: 

I think we are seeing a significant, continuing economic change 
from the first postwar decade to the second postwar decade. We 
are witnessing a restructuring and reallocation of capital inputs 
from the heavy concentration that was required in the manufac- 
turing area in the first postwar decade—in part because of the war, 
in part because of the uneasy peace, and in part because of the 
inadequacy of capital input in the 1930's and the early 1940's. We 
have brought those sectors into balance, if not more than into 
balance. 

Now the shift from here on may conceivably be increasingly 
away from the fabricating sector and toward the service sector, 
toward the governmental sector, or toward any one of many other 
areas of our economy that in a sense have been undercapitalized— 
that is, that still have. low capital coefficients relative to the high 
capital coefficients that characterize the manufacturing industry. 


THE matter of expenditures for research and development pro- 
grams entered the discussion at a number of points. While not, 
strictly speaking, identical with expenditures for plant and 
equipment, the two are not unrelated. Capital expenditure 
may actually be involved in research, the purposes are fre- 
quently similar, and in both cases the benefits are largely en- 
joyed in the future rather than immediately. Some of the 
points developed, therefore, seem to be worth mentioning. 
In the first place, as pointed out by Keezer, while business 
spending currently is declining, expenditures for research and 
development are going up and probably will reach some $8 
billion in 1958. Such expenditures, if the past is any guide, 
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will speed up the rate of introduction of new products and 
processes, and, as suggested by Wilson, can quite possibly 
put a floor under investment declines. As a result, cyclical 
movements, while still occurring, may not be so extreme as 
they would have been in the absence of this research effort. 
But perhaps more important for the long-run outlook is the 
possibility, as Keezer says, of “tremendous demands for capi- 
tal” by certain industries “to handle the technology that will be 
thrust upon them” during the next few years. Cases in point 
may be the automobile industry, the electrical appliance in- 
dustry, and even the steel industry. “It is perfectly possible,” 
Keezer suggests, “that the steel industry might have to be 
made over technically.” All the consultants agreed that re- 
search and development expenditures give added support to 
the prospects for a continued high rate of long-term growth. 


LONG-RANGE planning of capital expenditure, unquestionably, 
has become in recent years an essential and indispensable 
PLANNING FOR function of large-scale corporation management. Its effective- 
rHE FUTURE ness in the attainment of its objectives, the improvement in 
the tools of the planner, and the increasing skill with which he 
is using them, together with the extent to which planned pro- 
grams are continuing in spite of current unfavorable condi- 
tions, all suggest that greater and greater reliance will be 
placed upon projected programs in the years ahead. But 
the process still needs refinement. Perhaps no better sugges- 
tion for improvement can be offered than that proposed by 
Gainsbrugh. In his own words: 


If | were to single out the largest blind spot as I see it in the 
Gainsbrugh planning process of the past decade, it wouldn't be in terms of the 
short-run outlook, nor would it be in terms of the long-run out- 
look. I think where we fell short was in lack of attention to the 
middle-term. In a sense what we did was to look at the current 
position, resort to an exponential curve as to the future position, 
and reason from that—without due regard to the possibility of 
cyclical interruption and the effect interruption might have on a 
company’s fortunes and the company’s middle-range. I think many 
of the companies are now not only reviewing their longer-range | 
program—their position, let’s say, ten years from today—but they 
are also paying more attention to the impact of the business cycle ism 
on their growth curve than probably they have since the end of geo 
World War II. ual 
In the same way perhaps that corporate attention was focused, cla: 
the economist’s attention was largely centered on the processes of rec 
economic growth and economic expansion in the first postwar hav 


decade. As we enter the second decade the orientation is shifting not 


now to the cycle as well as to economic growth; and perhaps to tali 
some better merging, in corporate action, of the two and due 
recognition of the influence of the cycle as well as of the rules 
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of economic growth. 





Before we condemn the corporations, 
says this sociologist, 


let’s get a 


PERSPECTIVE 


on the 


Organization Man 


JOHN H. MUELLER 


|’ His Communist Manifesto of 1848, Karl 
Marx, the propagator of “scientific” social- 
ism, predicted that the middle and petty bour- 
geoisie would eventually lose their individ- 
uality and ultimately fall back into the lower 
classes and be proletarianized. We have hardly 
recovered from this unwarranted fright, and 
have relaxed on the realization that Marx had 
not correctly read the evolution of the capi- 
talistic order, when today we are offered an- 
other challenge: The young managerial class, 
grown prosperous and content in the giant 
corporations, is also allegedly threatened with 
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loss of its individuality and initiative; and this 
time not through relentless exploitation and 
oppression, but rather through the bribery of 
good living. As a consequence, softness and 
acquiescence threaten to debilitate its erst- 
while vigor and to bring about a relapse into 
an unimaginative and uncreative existence. 
From this psychic proletarianization, which 
leaves the great corporation unchallenged, a 
new class of apathetic conformists is now 
emerging: Whyte’s Organization Men.' The 
inciting factor for both of these prophets of 
alarm was the realization of the enormous 
growth of economic organization and of its 
threat of engulfing the individual personality. 
Large-scale organization is perhaps not so 
new as some social historians might imply. 
The huge irrigation systems of Mesopotamian 
antiquity, the pyramids, the Gothic cathedrals, 
the military campaigns of Julius Caesar leave 
no doubt that there must have existed 2,000 
years ago formidable talents for management 
akin to those required for the grand enterprises 
of today. In magnitude of scope, in the mech- 
anism of communication systems, and in 
psychological incentives and solidification of 
loyalty, the older managements were more 
primitive, more forthright and simple, with 
widely varying internal structures and com- 
mand. But these are abiding problems that 
each generation must rethink for itself. 
Within the last decades, we have been 
treated to many portrayals of the economic 
order under which we were living and of the 
significant trends that this order is undergoing. 
The discerning authors have frequently coined 
new concepts, or impregnated older expres- 
sions with epigrammatic terseness, that epito- 
mized these trends for their readers. Lincoln 
Steffens and Thorstein Veblen have both 
served as critical commentators on the social 
trends in America. In more recent times, 
C. Wright Mills’s White Collar? and Power 


' William H. Whyte, Jr., The Organization Man (An- 
chor Books; New York: Doubleday & Company, Inc., 
1956). Originally published in hard cover by Simon and 
Schuster, Inc. 

2C. Wright Mills, White Collar (New York: Oxford 
University Press, Inc., 1951). 
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Elite,’ and David Riesman’s Lonely Crowd' 
continued this analysis, and to these must now 
be added The Organization Man, a brilliant 
hook, written with style and penetration and 
with a literary virtuosity that will for some 
time attract many readers irrespective of their 
affinity in the controversy churned up by its 
industrious author. 

These authors, to be sure, report essentially 
similar trends, but with different tones of 
voice, from the vantage points of their different 
interests and philosophies of life. But they all 
succeed in their endeavor to encapsulate the 
trends in compact and telling concepts. Thus, 
Riesman delineates the shift in national 
character from “tradition-directed” to “other- 
directed” motivations in behavior. Mills pic- 
tures on the one hand the unorganized white- 
collar class and on the other the “power elite” 
that administers the economic, social, and po- 
litical institutions only for their own bureau- 
cratic benefit. Whyte, in turn, tells the story of 
the young managerial class in the giant corpo- 
rations and of the manner in which their very 
prosperity and contentment is sapping their 
virility and reducing them to interchangeable 
parts in the huge machine. Although the ma- 
jority of his data are garnered from the large 
corporation, he nevertheless conceives of this 
new spirit as permeating other institutions as 
well: the medical clinic, the scientific labora- 
tory, and the “law factory.” 


THE STORY 


This is, then, Whyte’s story of the young man 
in the managerial circles of our large corpora- 
tions and the metamorphosis in personality 
and philosophy of life that he is undergoing. 
In the nineteenth century he was an individ- 
ualist, fighting his way to success in healthy 
competition by practicing the Puritan virtues 


'C. Wright Mills, The Power Elite (New York: Oxford 


University Press, Inc., 1956). See especially chaps. 6 and 


‘David Riesman, with Nathan Glazer and Reuel Den- 
ney, The Lonely Crowd (New Haven, Conn.: Yale Uni- 
versity Press, 1950). 








of thrift, industry, and self-sacrifice; he felt 
himself a master of his fate; he was confident 
that the good man would succeed and his suc- 
cess was the certificate of his merit. “Equal 
opportunity,” “rugged individualism,” and the 
“self-made man” were the colloquial epithets 
that were at once a description and the 
validation of a system of thought and practice 
broadly labeled “The Protestant Ethic.” 

But in the current century, something 
has been happening to the corporation, and 
through it, to its organization man. The corpo- 
rations, which were so sedulously nursed along 
as “infant industries” in the nineteenth cen- 
tury, have now become so overgrown, power- 
ful, and affluent that they, themselves, in turn, 
have been able to spread their own paternal 
protection over their members in the twentieth 
century. The corporation has given its mem- 
bers security, has made them complacent, and 
asks only conformity and loyalty. All initiative 
has thereby been dissipated, and individual- 
ism has been transmuted into a pallid group- 
belongingness. To compound this evil disinte- 
gration of the erstwhile energetic personality, 
the organization man has rationalized the sit- 
uation into a virtue, and indeed “deifies” the 
system. 

This conversion is grounded in an ideology 
that the author labels “The Social Ethic.” It 
consists of three principal ingredients (p. 7): 


e “a belief in the group,” rather than the indi- 
vidual, “as the source of thought and cre- 
ativity” 


e “the conviction that ‘belongingness’ is the 
ultimate need of the individual” 


ea faith “in the application of science to 
achieve this belongingness” 


Whyte deplores the adoption of this ide- 
ology. He is pessimistic about cooperative 
group research; he takes issue with the doc- 
trine that the group is the ultimate haven of 
the individual; and he scornfully satirizes, with 
his choicest invectives, the employment of the 
scientific method to foster group solidarity, es- 
pecially as this method is currently practiced 
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in personality-testing and in some of the cur- 
rent research in group dynamics. 

Whyte hastens to assure the reader that 
he does not propose to set the clock back by a 
return to the Protestant Ethic with its version 
of rampant individualism. Its crude tactics 
merited the condemnation of the social critics 
around the turn of the century, however fruit- 
ful these tactics may have been in establishing 
the capitalistic system. Nor does he deny the 
validity of large-scale organization in its pres- 
ent stage. He does not oppose the organization, 
but merely the deification of it. 

What solution does he propose? 


Alas, he says, there is no solution. (p. 443) 


At present, the most that can be hoped for 
would be a few rehabilitative steps to re- 
store to the individual a measure of strength 
proportionate to the oppressive force of the 
rganization. We might 1) reverse the trend 
toward the fragmenting of operations into 
smaller and smaller units and enlarge them 
into more meaningful tasks, 2) redirect corpo- 
ration research into individualistic channels of 
creativity and abandon the unfruitful research 
team techniques, 3) reverse the vicious chan- 
ielization of education from its vocational 
orientation and reestablish the humanities in 
their proper nuclear position in the curriculum. 

The play of economic and social forces is not 
propitious, admittedly, toward the achieve- 
ment of these goals. Ultimately, it is up to the 
individual himself to fight his dehumanization 
and his surrender to the organization men- 


tality. 


lr is No depreciation of the author's central 
thesis to remind ourselves that it has appeared 
throughout history in so many variations that 
it has almost passed into the realm of folk 
wisdom. Mortal man simply cannot experience 
prosperity without damage to his personality 
and integrity. He must dull his conscience by 
onforming to the ways of the world to attain 
it; and when it is achieved he must inhibit his 
critical impulses if he is to conserve what he 


has won. Thus, prosperity and comfort lead 





to all sorts of evils, defined and formulated 
according to the cultural values of the epoch: 
According to Biblical lore, it was practically 
impossible for a rich man to gain the kingdom 
of heaven; the great poet admonishes us “sweet 
are the uses of adversity”; according to the 
romantic doctrines of the nineteenth century, 
no man was capable of creative artistry unless 
he had suffered. How much of this is tenacious, 
overgeneralized folklore; how much of it is a 
comforting social rationalization circulated as 
an opiate among the less prosperous classes 
(which, after all, include the most of us); and 
how much is buttressed by rigorously con- 
trolled empirical evidence cannot here be esti- 
mated. The author, however, applies a variant 
of this persistent theme to every specific situa- 
tion, industriously marshals evidence and per- 
ceptive logic in a truly challenging depiction 
of the social dilemma, as he sees it. 

But we must argue that not only the funda- 
mental thesis, but also its theoretical founda- 
tions, and its mobilized evidence, are sub- 
jects of controversy—which the author himself 
would probably not dispute. It will be our pur- 
pose, not so much to depreciate the thesis, 
but to juxtapose alternative points of view as 
would be raised by a professional representa- 
tive of the Social Sciences, which, with the 
Humanities, have elicited from Whyte some 
of his most enthusiastic comments. 

The book is conveniently structured in di- 
the Protestant Ethic versus the 
Social Ethic; group versus the individual; sci- 


chotomies: 


entific method versus those aspects of human 
life not subject to scientific analysis; group 
thinking versus individual creativity; voca- 
more fundamental 
studies. Such an exposition at once challenges 


tional education versus 
the reviewer to inquire whether these “op- 
posites’ are actually mutually exclusive, or 
whether they can indeed coexist in a pluralistic 

society. 
PROTESTANT VERSUS SOCIAL 
ETHIC 


The origins of the Protestant Ethic date 
back to the sixteenth century. The Middle 
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Ages had officially frowned on commerce, the 
charging of interest (usury ), the accumulation 
of wealth, the prosecution of scientific re- 
search, and other evidences of the seculariza- 
tion of life. But these economic practices were 
growing apace. In fact, the collision between 
them and the purported doctrines of the 
Church constitutes the pervading theme of 
the economic literature of the first half of 
the seventeenth century.° But Protestantism— 
more accurately Calvinism—built up a validat- 
ing ideology which, by mutual interaction be- 
tween precept and practice, evolved into what 
we now know as the capitalistic system. More 
recently, and therefore more familiarly, these 
virtues were associated with the Puritans of 
England, and still more recently and more 
popularly, with the maxims of “Poor Richard” 
on thrift, industry, self-discipline, and individ- 
ual initiative. 

During the nineteenth century, this individ- 
ualism took what many now view as extreme, 
frontier forms. The doctrines of the “robber 
barons” that were so patly wrapped up in 1882 
in William H. Vanderbilt's peremptory quip, 
“the public be damned,” no longer find de- 
fenders, as Whyte so aptly implies. (p. 22) 
We have come a long way from the epoch of 
the iron law of wages, the conspiracy definition 
of the labor unions, the faith in the benevolent 
“invisible hand” that would transmute the ac- 
tions of self-interest into social good. Bankers 
now favor social insurance, industrialists ac- 
cept labor unions, and all of them agree to 
occasional government intervention. 

But have these reforms, partially attributed 
by the author to what he appropriately calls 
the “intellectual revolt,” destroyed and _ re- 
placed individualistic impulses, or have they 
simply been spread in attenuated form to the 
larger society? Have the Protestant virtues 
of thrift, initiative, and ambition been dis- 
placed; or, because they have been adopted 
by the nonelite classes, has their expression 
among the elite been offset and restrained? 
Such a speculation is quite consistent with the 


R. H. Tawney, Religion and the Rise of Capitalism 


(New York: Harcourt, Brace & Co., 1926). Reprinted as 
Mentor Book, 1947. 


observation that purchasing power—and other 
forms of power as well—is much more widely 
dispersed than it was a century ago. 

But the author does not credit the new white 
collars with the Protestant virtues. Thrift, for 
example, is a lost virtue, he says. (p. 355) 
“Thanks to annuity plans, profit-sharing 
funds, .. . the future is already in good part 
prepaid.” Might he not have recognized 
only the many mechanisms of thrift: a full 
smokehouse or corncrib, hard cash under the 
mattress, cautious investments, the varied 
types of insurance that are designed to spread 
the risks of adversity or old age. Thrift is 
nonetheless thrift for being a “painless” proc- 
ess via annuities or contributions to social se- 
curity. Thrift is not an intrinsic virtue and an 
end in itself but merely a method of postpon- 
ing consumption. The technique by which this 
is accomplished would seem to us quite indif- 
ferent to the quality of the virtue. In fact, I am 
willing to contend that some form of insurance, 
or “enforced” saving, may be sociologically the 
most mature device for the purpose. Thrift, 
like competition, will become actually waste- 
ful if unnecessarily duplicated. It could simi- 
larly be shown that some of the other Protes- 
tant virtues—initiative, ambition, self-reliance, 
and even discreet dissent, may also be taking 
different external forms, rather than becoming 
vanishing virtues. 


THE INDIVIDUAL AND SOCIETY 


To many a reader, the charge that the 
American is well on his way toward losing his 
individualism will be astonishing. This is the 
country of free speech, free press, labor unions, 
the Bill of Rights, uninhibited mobility, early 
marriage, and abundant divorce; where every 
personality is sacred, and even the janitor is 
“requested” rather than “ordered” to his task. 
Psychological and social theories of the last 
century did their bit in generating these con- 
ceptions. The “rational man” of classical eco- 
nomics, the utilitarianism of John Stuart Mill 
and Jeremy Bentham, the principle “that gov- 
ernment governs best which governs least,” 


wy 


anc 
wit 
ind 
the 
con 


6« 
men 
versi 





PERSPECTIVE ON THE ORGANIZATION MAN 87 


made plausible and fortified the notion that the 
individual was a more or less self-motivating 
organism. All of this meshed beautifully with 
the Protestant Ethic. 

But by the turn of the century, both so- 
cial theory and social practice discovered the 
group orientation of the individual. Pioneer- 
ing in actual research were the studies® of 
Elton Mayo of the Harvard School of Business 
in the Western Electric Hawthorne Works in 
Chicago during the second quarter of this cen- 
tury. He demonstrated how the wants and 
drives of industrial workers were oriented in 
group membership rather than in rational 
individualism. In social theory as _ well, 
William James, John Dewey, Charles Cooley, 
and Emile Durkheim of France fomented a 
genuine sociological revolution by picturing 
the individual and the group as merely the 
distributive and collective aspects of the same 
thing. “Man is not born human” but becomes 
so only on social conditioning. “The ‘individ- 
ual’ is a discredited hypothesis.” 

Reading correctly the intellectual trends of 
the period, our author is very much disturbed 
by this amalgamation of the person and the 
group. He fears that the individual will lose 
out in this uneven competition. Unfortunately, 
it seems to me that the author confuses two 
meanings of individualism: 


1 individualism as the theory of the condi- 
tioning of the individual by the group, or 
groups, of which he is a member 


2 individualism as a program or policy of 
human action, by which the divergently 
conditioned individuals carry on their 
competitive struggle 


The theories of William James, John Dewey, 
and Charles Cooley are certainly not identical 
with the proposition that the interests of the 
individual and the group coincide, or even that 
these interests ought to correspond. On the 
contrary, it was the outmoded “individualism” 


® See F. J. Roethlisberger and W. J. Dickson, Manage- 
ment and the Worker (Cambridge, Mass.: Harvard Uni- 
versity Press, 1939). 


of the nineteenth-century philosophy that 
pursued the doctrine of the “harmony of in- 
terests’ and of the “invisible hand.” These 
passionately held dogmas gave the comfort to 
the laissez faire individualists that they sorely 
needed. It was fortified by the ideology of the 
Age of Reason, which substituted Nature for 
God (neither of which could conceivably cre- 
ate anything but a perfectly organized uni- 
verse). It was, of course, the theory of 
evolution and the “struggle for existence” that 
contributed to the destruction of this beautiful 
notion of the integrated universe. 


Contemporary social theory does allow for 
a disharmony of interests, and to that extent 
the validation of individualism. This concep- 
tion is strengthened by the further shift from 
the nineteenth-century thought: We do not 
view society today as one totality, with a 
capital “S.” Rather, it is a confederation of 
innumerable groups. 


These groups do possess many common in- 
terests, but they also cultivate many competi- 
tive interests. Since they must often cooperate, 
as in the case of employer and employee, it 
would be more precise to say that these groups 
are in a kind of competitive cooperation. In 
the production of goods, they are mutually 
indispensable; in the division of the product, 
they are quite obviously in competition. 

It is therefore axiomatic that the individual 
is a member of many groups: the corporation, 
the family, his neighborhood, his social class, 
his nation or other political unit, all of which 
excite in him many conflicting loyalties and 
conformities. In conforming to the Organi- 
zation and its demands, he often finds himself 
resisting the pressures from the family or 
the neighborhood to which he has become 
attached. (p. 162) 

The point is simply that there is no such 
thing as a generalized unit trait of individual- 
ism or conformity. Each of us is an individual- 
ist in one group, a conformist in the next, and 
perhaps apathetic in the third. 

Whyte might very well be accurate in 
estimating that conformity is the rule in the 
big corporation, that its comfortable life has 
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tranquilized the young executive into a state 
of euphoria. This may be one group in which 
he is a conformist. We recall an analogous 
charge by Rousseau, the eminent individualist 
of prerevolutionary France: 

“So long as government and law provide for the 
security and well-being of men, . . . they stifle 
in men’s breasts that sense of original liberty, 
for which they seem to have been born; and 
cause them to love their own slavery’... ” 

So too the organization man is “smothered in 
brotherhood,” which causes him to love his 
own subjection. Accordingly, to find either in- 
dividualism or conformity, it would be neces- 
sary to analyze the respective groups and to 
determine the factors that have elicited the 
particular traits. 

Repeatedly, the author exhorts the organi- 
zation man to “fight” the organization. But, 
may we ask: “Fight” for what? People do not 
fight unless aspiring to some objective. We do 
not fight “in general.” Now, if the organization 
man had read, and accepted as true, C. Wright 
Mills’s Power Elite, which pictures the cor- 
poration executives wielding irresponsible 
power, there would be a magnificent casus 
belli for the incorruptible young Robin Hood. 
But such beliefs are not shared by Whyte, nor 
by many others. Nor does he charge that the 
corporation is an inefficient, undesirable men- 
ace to society; nor does he insinuate that the 
effects of corporation productivity are uncon- 
scionably distributed. The executives encour- 
age hard work (p. 158); the routes of advance- 
ment are not closing down. (pp. 306-9) In 
sum, the author simply does not offer the or- 
ganization man a platform on which to fight. 
The young men of the 1930's depression were 
in actual despair and many turned to ideolo- 
gies other than those they had inherited. They 
fought for the security which their successors 
are now enjoying. 


GROUP THINKING 


Here again, the author is dubious about 
placing the locus of thought within the group, 


‘J. J. Rousseau, A Discourse on the Arts and Sciences, 
tr. by G. D. H. Cole (Everyman’s Library; New York: 
EK. P. Dutton & Co., Inc., 1950), p. 147. 





as implicit in the already quoted contemporary 
theories. In a manner of speaking, of course, 
the “group” as such cannot think; it has no 
corporate brain, and thinking, like every other 
vital process, requires its specific stimulus. A 
person within the group is likely to think dif- 
ferently from the same person in isolation. 

But Whyte seems distrustful of collective 
thinking. At most, collective thinking might 
produce an “invention” which is a colligation 
of known elements, while genuine creative 
thought is experienced by the “lone wolf.” 
(p. 262) 

Now, to be sure, the moment of creation 
might very well occur in isolation. But we must 
not confuse the moment of inspiration with 
the total act of creation or invention. The act 
of creation does not emerge ex nihilo, but is a 
small increment to the total accumulated 
heritage. In the individualist nineteenth cen- 
tury, history was conceived of as being the 
lengthened shadow of the great man, who was 
viewed as being in a certain degree of splen- 
did isolation. But today we recognize all think- 
ing as contextual and circumstantial, as is evi- 
denced by the recurring multiple inventions: 
Leibnitz and Newton both invented the calcu- 
lus; Darwin and Wallace, the theory of evolu- 
tion. 

It must be agreed that certain experiments 
in group dynamics, which have drawn ridicule 
from the author (p. 62), might in retrospect 
seem fairly silly. We agree: The process of 
group thinking does not depend on any specific 
arrangement of chairs, nor can thought be 
induced by fiat. Nevertheless, a few experi- 
mental enthusiasms cannot discredit the gen- 
eral theory of social thinking. 

The author's most important charge, how- 
ever, is directed against those groups who 
would command the course of thought and re- 
search. This is not, of course, a charge against 
groups as such, but rather against the particu- 
lar vested interests which, through the posses- 
sion of pecuniary and other powers, cannot 
resist the propensity to channelize thinking 
in a manner favorable to themselves, inauspi- 
cious for their subordinates. This is not a novel 
foible of human beings when in power, and 
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the consequences thereof can well be reiter- 
ated, especially if these groups use surrepti- 
tious, or overt, means of dubious integrity to 
accomplish these ends. 


SCIENTISM 


Some of the most bristling epithets in the 
scintillating vocabulary of the author are 
reserved for the concept and practice of 
“scientism,’ which for him is one of the 
most vicious ingredients of the Social Ethic. 
“Scientism” is a state of mind that entertains 
a naive and exaggerated confidence in the 
efficacy of the scientific method. It manifests 
itself in the application of otherwise excellent 
scientific procedures to those aspects or seg- 
ments of human behavior which, because of 
their intangible and subjective character, are 
not amenable to such procedures. For Whyte, 
the melancholy experience with personality 
tests, abundantly used by the corporation in 
evaluating recruits to its staff, is a tragic in- 
stance of this misguided enthusiasm. 

There is no doubt that the climate of intel- 
lectual opinion has been, and still is, favorable 
to a very broad application of the scientific 
method. To be sure, the concept is not given 
a uniformly rigorous implementation, and we 
must readily concede that in some fields of en- 
deavor “science” is more the substance of 
things hoped for than an achieved realization. 
There are also many questions as to how close- 
ly the social and psychological sciences should 
adhere to the models of the “natural” sciences. 
But these older sciences have earned such 
prestige that the newcomers in the psycho- 
logical and social fields may be pardoned for 
ittempting to emulate, or approximate, their 
methods. Benjamin Franklin, who shared the 
beliefs in the immense future of science, ex- 
pressed such sentiments in a letter written 
from the American Legation in Paris to Joseph 
Priestley, the English chemist, about 1780: 


It is impossible to imagine the height to which 
may be carried, in a thousand years, the power 
of mind over matter. We may perhaps learn to 
deprive large masses of their gravity, and give 


them absolute levity, for the sake of easy trans- 
port .. . All diseases may by sure means either 
be prevented or cured, not excepting even that 
of old age, and our lives lengthened at pleasure 
even beyond the antediluvian standard. O that 
moral science were in as fair a way of improve- 
ment, that men would cease to be wolves to one 
another, and that human beings would at length 
learn what they now improperly call human- 


ity.” 5 

Auguste Comte of France was also to project 
such a plan of “moral science” in the name of 
humanity, and utilizing the obvious analogy, 
called it “social physics.” Quételet, the statis- 
tician of more than a century ago, pointed out 
the uniformities in criminal behavior and was 
accused of casting doubt on the inviolable doc- 
trine of the freedom of the will. 

Whyte’s contention is that personality traits 
and the consequent tests are surcharged 
with value judgments (p. 207), which differ 
from person to person and are therefore not 
capable of measurement and quantification. 
There are, of course, many types of tests for 
skills, temperaments, abilities, and attitudes, 
of which a candid and adequate discussion is 
impossible in this article. However, within the 
limits of what the author terms “personality 
tests,” let it be said that the severest critics of 
these tests may be found in the professional 
fraternity itself.” Many must be amazed at the 
wide use of the tests and the untutored confi- 
dence they have often evoked. For example, 
many would find it a strain to lend credence 
to the story, as narrated by the author, that 
after a long period of satisfactory performance 
on the part of a man who “has so consistently 
done a fine job,” he was denied promotion on 
the basis of a personality test. “Six months 
later, the company reports, the man had a 
nervous breakdown,” and “As in all such 
stories, the company says what this proves is 
how accurate the test was.” (p. 216) 

All competent psychologists wou!d agree 

S’ The Works of Benjamin Franklin, ed. John Bigelow 
(New York: G. P. Putnam’s Sons, 1904), pp. 174-75. 

®For an example of psychologists’ criticism of these 
tests, see Albert Ellis, “The Validity of Personality Ques- 


tionnaires,” Psychological Bulletin, XLIII (September, 
1946), pp. 385-442. 
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with Whyte’s essential criticisms, and ac- 
cept the methodological requisites for the 
validation of tests. The Psychological Bulletin 
for September, 1946 (approximately the same 
period as the use of the tests quoted in the 
book ), devotes almost a complete issue to an 
adversely critical summary of those tests. 


However, to what extent such personality 
tests may ever be standardized and marketed 
for the selection of management personnel is 
a speculative question. The fact that they are 
tainted with value judgments would not 
seem to be an insuperable obstacle. 1.Q. tests 
are acknowledged to be culture-bound; atti- 
tudes are also surcharged with personal eval- 
uations. And yet, all these tests have emi- 
nently proved their worth for many purposes. 


In general, the test must be viewed as a 
quick substitute for the slow acquisition of 
the empirical information that is actually de- 
sired. The test would probably never have 
been invented if time, energy, money, and 
other prerequisites for the collection of 
genuine performance records were available. 
Since this is not the case, the test situation 
must simulate, as far as possible, the genuine 
setting. 

Since candidates are not hired on sight, the 
condemnation of the tests does not dispose of 
the question. A careful personnel officer will 
collect such evidence as he can—testimonials, 
biography, and interviews—for the purpose of 
estimating capacity and predicting the degree 
of probable success. If the “tests” are unscien- 
tific, then the alternative of an interview is 
equally so. Tests are merely systematic exten- 
sions of the interview. It is unfortunate, per- 
haps, that the concept of “science” has become 
involved in what is a systematic and objective 
attempt to assess the qualifications of a person 


in advance of actual performance. It is doubly 


unfortunate that an apparently exuberant com- 
mercialism has portrayed the tests as less fal- 
lible than they have turned out to be. It is diffi- 
cult to believe therefore that the test scores 
would be permitted to supersede the results of 
a long period of observed performance results. 

The author is indubitably correct in his alle- 


gation that different types of subject matter 
lend themselves differentially to scientific ob- 
servation. For the moment, it may remain an 
open question whether in the far-distant fu- 
ture certain carefully designed inquiries may 
not turn up useful information to supplement 
other means of observation. In the meantime 
we may be permitted to speculate and experi- 
ment as did Ben Franklin nearly two centuries 
ago, without prejudging the prospects on the 
basis of current scraps of evidence. 


THE EDUCATION OF THE 
ORGANIZATION MAN 


Whyte’s plea is for a broader and more fun- 
damental education—which he terms “the hu- 
manities’—in order to forestall some of the 
debilitating effects of the Social Ethic. This is 
a problem, which, anyone will agree, tran- 
scends the domain of any single school or col- 
lege or university. It seems too optimistic to 
expect the student to roam widely over many 
fields of knowledge, when the more tempting 
prospect of the immediate utility of a limited 
brace of courses is dangled before him. For 
most students, as for nearly everyone else, 
the “foreseeable future” is not very remote; 
we are all intellectually myopic. Whyte is not 
the only recent observer of higher education 
to be moved to a disheartening conclusion. 
Philip E. Jacob, in his recent volume," de- 
scribes the students as “gloriously contented,” 
“self-centered,” and aspiring “for material 
gratifications for themselves and family.” As 
long as the corporation, or any other bidder for 
the services of the college graduate, does not 
demand more, the student will tend to fit him- 
self for the competitive market of jobs accord- 
ing to the publicized criteria. Although Whyte 
concentrates his censures on the corporation, 
its culpability is something less than unique 
in fostering the pragmatic point of view. 

The opponents of this view are not without 
substantial support. Specialization has become 


'“ Changing Values in College (New Haven, Conn.: 
Edward H. Hazen Foundation, 1956), pp. 3-4. 
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so insistent, competition so intense, that too 
wide a spread of accomplishments is an invita- 
tion to mediocrity. True, this philosophy is not 
so frequently the subject of favorable literary 
comment as is the ideology of liberal educa- 
tion. It is “practiced rather than written 
about.” If, as Whyte avers, “big executives do 
not read” (p. 164), 
Since most of the writing is done by human- 


neither do they write. 


istically educated authors, the more nar- 
rowly trained executive simply has no literary 
advocate. 

The author rather ungenerously charges that 
the teachers of the liberal arts must share the 
blame for the famine in humanities. (p. 108) 
These teachers, he says, commit the error 
of corrupting their own subject in an attempt 
to make it palatable to the vocational student. 
On the other hand, the Harvard Report" sug- 
gests that much of the otherwise liberal subject 
matter is taught in a specialized manner, thus 
repelling whatever patronage it might attract 
from those seeking a liberal education. It 
sometimes seems that the greatest enemy of a 
subject may be the very professor thereof. 


It certainly would seem difficult to deny the 
desirability of an education that would fit one 
for a larger slice of life than is bounded by the 
narrow profession. There are, of course, obvi- 
ous limits to such an objective. A really com- 
plete education would enable one to worry 
about practically anything in the world. But 
“worry, rather than constructive thought, 
would be about the only thing one would be 
capable of. How to reconcile these extremes 


Report of the Harvard Committee, General Educa 
ion in a Free Society, intro. by James Bryant Conant 
Cambridge Mass 


h ip 9 


; 


Harvard University Press, 1945), 


in a generally acceptable formula of an Aris- 
totelian Golden Mean in an age of high spe- 
cialization seems to be more insuperable than 
ever. 


AFTER ALL Is SAID and done, however, the pros- 
pect will look bleak only to a superficial reader 
of this detail-packed book. Although “organi- 
zation man” has already become a cliché for 
dutiful complacency, of which there is at least 
a little in all of us, there is in this very book 
much evidence of initiative, excitement, ambi- 
tion, and even dissent in his character. There 
is enough democracy in the corporation to vex 
the not too well-rounded executive—an obser- 
vation which moves Whyte to what seems to 
us the quote of this democratically oriented 
century: “Democracy, as many executives 
learn, is a lot more fun when you're going up 
than when you get there.” (p. 172) As long 
as there is a living and dynamic organization 
there will certainly be tension and change to 
threaten stability, as well as a desire for sta- 
bility that inhibits change and adjustment. On 
this dilemma, John Stuart Mill closes his cele- 
brated essay On Liberty: 


“To determine that point at which the evils, so 
formidable to human freedom, . . . begin to pre- 
.. the advantages of centralized 
power and intelligence, . . . is one of the most dif- 
ficult and complicated questions . . .”!” 


dominate over . 


The essential question that is posed by our 
author cannot be resolved by the scientific 
method; it is fundamentally a question of a 
philosophy of life. 


'2On Liberty, Representative Government, The Sub- 
jection of Women, intro. by Millicent Fawcett (London: 
Oxford University Press, 1948), p. 139. 





Do you really know how to read? Although not many 


people do, this shortcoming is by no means incurable. 


Quick Medicine 


for your 


EXECUTIVE READING LOAD 


PHILIP R. 


Nave top manager faces a formidable 
reading load. No executive can escape 
that fact. In the field of periodicals alone, the 
regular reading of top executives for business 
purposes, according to one survey,’ averages 


(per executive ): 


342 magazines 
142 newspapers 
| news service or newsletter 


242 trade journals 


roraL 8% periodicals 
In addition to these periodicals, the typi- 
cal executive reads ten or more books each 


Edward C. Bursk, “New Dimensions in Top Executive 
Reading,” Harvard Business Review, XXXV_ (September- 
October 1957 p 97 


HEADINGS 


member of at least one 
book club?—all this, plus a daily flood of 
memos, correspondence, pamphlets, reports, 


year and is a 


and the-executive-only-knows what else. Vari- 
ous writers have estimated executive reading 
time at from 6 to 25 hours per week—up to 
15 hours of it being done on the job. This 
means that not only the desk top, but also the 
brief case, must bear up under heavy traffic. 

The executive reading load is a constant 
topic of complaint, and for the successful 
executive there seems to be no hope of out- 
growing it. The nature of administration re- 
quires that as much extra reading as possible 
be worked into an already full schedule. 

The reading load is further increased by 
each step up the managerial ladder, by the 


“Sumner Slichter, “Businessman as Reader,” Saturday 
Review of Literature, XXXV (January 19, 1952), p. 54. 
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individual company’s growth, by technologi- 
cal advances, and by the mushrooming of 
foreign trade. 


The Prognosis 


All of this sounds well-nigh hopeless; but it 
need not be so. As alternatives to developing 
ulcers, two more desirable courses of adjust- 
ment are open to the executive who is over- 
loaded with reading matter. First, the reading 
load can be pruned, as a number of suggestions 
to be found here will show. Secondly, the nec- 
essary reading that remains after all advisable 
pruning has been done can be handled more 
easily, quickly, enjoyably, and effectively by 
giving some careful attention to the nature 
and techniques of reading. The increased read- 
ing efficiency that can result brings with it 
i1utomatically not only savings in time, but also 
greater success in one’s work. Such claims may 
sound extravagant; reading improvement is a 
field, though, in which startling and rapid 
gains are the rule, not the exception. 


Pruning the Reading Load 


Regardless of one’s reading effectiveness, 
only a certain maximum amount of material 
an be read. Any steps that can cut down the 
to be read” load will free the executive for 
other important duties. Here are some sugges- 
tions for pruning the reading load: 


1 Shake down the paper work of your organiza- 
tion regularly in order to avoid overlapping. 
The indispensability of records and reports to 
any large organization is too often thought to 
extend to each individual record and report. 
Ask yourself: Are information and functions un- 
necessarily duplicated in our records, reports, 
and controls? (If so, consider the possibility 
that responsibility and labor are also being un- 
necessarily duplicated. ) Consider hiring expert 
help to streamline them. An outsider who knows 
what he is doing may quickly recognize unnec- 
essary appendages on the total framework that 
look like structural members to the persons used 
to seeing and using them. One important change 
may save many times the consultant’s fee each 
year, and also lead to other gains less measur- 
able but equally worthwhile. 
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2 Carefully delegate as much reading as possi- 
ble. The most difficult problem here is to prop- 
erly select the readers. Which one of the avail- 
able people knows, for a given reading task, 
both the field involved and your own prefer- 
ences and intentions within that field well 
enough to evaluate satisfactorily for your cur- 
rent purposes the material read? Can the job be 
done by someone who lacks experience at your 
own or a higher managerial level? In many com- 
panies, such high officers as vice presidents and 
controllers are occupied largely in keeping 
abreast of late developments through carefully 
selected reading. Some corporations maintain 
staffs of as many as 50 economists or other 
trained specialists to keep up with the writing 
in their fields and extract what will be useful to 
the firms employing them. An indicator of the 
magnitude of this operation is the fact that one 
auto-manufacturing corporation subscribes to 
300 periodicals.* 

The services of such readers can be utilized 
by means of regular summaries and reports, 
staff conferences, and selected reading recom- 
mendations. In addition, you can share the re- 
sponsibility for keeping up with essential pub- 
lications in your particular field with other 
executives having sound judgment and view- 
points similar to your own. 


3 In order to keep materials from ever reaching 
your desk, delegate as much as practicable of 
the weeding-out process. Don’t waste a lot of 
your time reading “memo after memo from 
clucks trying to make a record.” 

The weeding-out process has its own rules, 
and it can be ruthless. A glance at the name of 
the sender on the envelope of a piece of incom- 
ing mail may be enough to ensure that it will 
receive only the briefest of examinations; some 
administrators have their secretaries hurry over 
any incoming mail that has been mass- 
produced; again, any lack of neatness, attrac- 
tiveness, or accuracy can spell doom—the infer- 
ence being that the sender of such a piece of 
work likely has little to offer. Though the infer- 
ence may be incorrect, the savings in time can 
be considerable, and may warrant the risk. 


“Reading for Profit by Management,” Business Week 
(September 1, 1951), p. 60. 

‘PD. Norton-Taylor, “Why Don’t Businessmen Read 
Books?” Fortune, XLIX (May, 1954), pp. 115-17. 
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4 To save time in selecting and procuring mate- 
rials for specific purposes, know and use the 
skilled specialist services of: 

e Your company librarian (s) 


The Readers’ Advisor services of your local and 


university libraries 


Reference librarians, bibliographies, and special- 
ized works in your field (See that your offices 
and libraries obtain those works whose purchase 


is warranted. ) 
Commercial consultants in your field 
Readers’ services of trade publications 


Educational and research facilities of colleges 

and universities 
5 Use your wastebaskets generously. A quick 
examination as soon as possible after receipt 
can start much unusable or misdirected copy on 
its way to the incinerator (or the right desk or 
file), and make the “to be read” backlog less 
forbidding. Don’t worry too much about the 
things that stay in the stack until out of date. 
Assuming that they were briefly examined when 
received, it is likely that the other things you 
used your time for were more important. 


One caution should be observed: Don't 
prune deep enough to kill the vine. Much of 
your reading is indispensable; it cannot be 
“shaken down,” delegated, or weeded out. 
Within most fields, the “experts,” though they 
have many worthwhile points to contribute, 
disagree among themselves; the top manager 
himself must decide which of their policies 
and approaches will best enable his business 
to operate successfully. 


IMPROVING READING 
EFFICIENCY 


For the reading that cannot be pruned, the 
only help lies in increasing one’s reading efh- 
ciency. That most readers can make such im- 
provement is now beyond question. 

Let us look at one example: During the past 
five summers, executives from about 150 com- 
panies have participated in the three-week 
Reading Improvement course’® that is part of 


‘This course has Leen under the direction of Mr. John 
Looney, presently engaged in personnel work for R.C.A. 


the Executive Development Program con- 
ducted annually by the Indiana University 
School of Business. Even though the difficulty 
of the reading materials used was increased as 
the course progressed, the average member of 
a recent class improved his reading speed from 
345 words per minute to 526 in the incredibly 
short time of about eight hours; and during 
this speeding-up, his percentage of compre- 
hension of the materials read increased! One 
executive enrolled in the program, already a 
rapid reader, went from 500 to 835 words per 
minute while raising his tested comprehension 
from 75 to 85 per cent. And a number of 
executives who had taken the previous year's 
course, though they had dropped off slightly 
from the speeds attained then, progressed far 
beyond their previous year’s achievements 
during their second course. In the ensuing 
year, they agreed, their increased reading skill 
had saved them many hours and enabled them 
to perform their work more effectively. 

These remarkable results show what can 
be achieved when strongly motivated and 
highly capable persons participate in a well- 
administered Reading Improvement course." 
(See Figure 1.) 

Though the time involved was unusually 
short, these improvement figures might almost 
be called typical for well-conducted courses. 

The reading laboratory of the Air Com- 
mand and Staff School found that “most offi- 


cers’ raised their reading speed from approxi- 
mately 240 to about 600 words per minute in 
a 20-hour course.’ At the University of Ala- 
bama 353 students in 11 classes went from an 


® At least four of the participating executives have sub- 
sequently inaugurated reading improvement programs in 
the companies that employ them. Any person planning to 
institute a new reading improvement program for execu- 
tives can profit by reading Gliessman and Hodell’s article 
(cited in footnote 8, page 95) and Oscar S. Causey (ed.), 
Techniques and Procedures in College and Adult Reading 
Programs (Fort Worth: Texas Christian University Press, 
1957). Expert help in planning the program and a trained 
reading adviser to administer it are minimum require- 
ments. 

? J. T. Jackson, “Progress Report on the Reading Labora- 
tory at the Air Command and Staff School,” School and 
Society, LXXVIII (July 11, 1953), p. 8. 
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Figure | 


Typical Progress Chart of Reading 


Speed and Comprehension * 














4 
| 
Figures with % 
percentage of comprehension | 
| 
} 
| 
| 
1 | 
i 4 4 4 _— thee 4+ © 
6 6/24 6 6/26 6/29 6/3 
AY 
ber of Readi | 
( Indian { ity S ij 
] Pr 


average speed of 283.9 to 535.5 words per 
minute in six weeks. In a course conducted 
for General Electric by Purdue University, 
executives progressed in ten weeks from an 
iverage speed of 269.5 to 512.8 words per 
minute on easy reading materials and from 
244.1 to 495.8 words per minute on college- 
level materials. Although these increases were 
iccompanied by slight decreases in measured 
mmprehe nsion, comprehension scores for un- 
timed reading of difficult materials increased.* 
\s early as 1949, Science News Letter re- 
ported that “several groups of executive per- 
sonnel from two industrial plants and a 


David Gliessman and Robert D. Hodell, “The Value of 
Improved Reading Skills to Businessmen,” Journal of De- 


velopmental Reading, I (Autumn, 1957), p. 39. 


bakery” averaged 275 words per minute at the 
start of a ten-week course and scored as well 
as or better than 45 per cent of college seniors; 
at the end of the course they averaged 450 
words per minute and scored as well as or 
better than 70 per cent of college seniors.” The 
same article estimates that an increase of just 
50 words per minute would result in significant 
savings in time for the executive. Many uni- 
versity and private courses have been set up to 
improve reading skills; according to a recent 
article in Business Week," the typical program 
consists of a 28- or 30-hour course that costs 
from $70 to $100, and that will double or triple 
one’s reading speed. Many such courses pro- 
duce at least slight gains in reading compre- 
hension along with their startling gains in 
speed. 

Such companies as Acme Steel, General 
Electric, General Motors, Koppers Company, 
Inc., Motorola, Mutual Life Insurance, Ryer- 
son Steel, South American Oil Company, U.S. 
Rubber, Western Electric, and many others 
either have used existing reading improvement 
programs or have set up their own. 

In addition to the courses available in a 
number of colleges and universities, such pri- 
vate firms as The Reading Laboratory, in New 
York, and the Foundation for Better Reading, 
in Chicago—among many others—place quali- 
fied help in reading improvement within the 
reach of almost any company in the United 
States. 


Is a Course Necessary? 


If such amazing results can be achieved by 
taking a course, one might well ask whether 
the same results cannot be achieved without 
taking one. The answer is simple: They can; 
but it must be added that it takes concentrated 
effort to do so. Reading is primarily a matter 
of habits, and habits are changed not by mem- 
orizing rules but by putting them into practice. 
A course provides controlled practice and 
qualified supervision. 


*“Businessmen Gain by Increasing Reading Speed,” 
Science News Letter, LVI (September 17, 1949), p. 190. 

1° “Flood that Drowns the Boss,” Business Week, ( Au- 
gust 18, 1956), pp. 43-44. 
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Two steps are necessary to improve reading. 
The reader must first become aware of his 
reading habits and of proper reading tech- 
niques, and then must modify his habits to 
utilize the proper techniques. The main draw- 
backs to taking a course are the scheduling 
problem (but many courses are offered in the 
evenings or even on the job), the distance 
one may have to commute for the course (but 
correspondence courses are available ), and its 
cost (often borne by the executive's employ- 
ers). Conscientiously carried out, the steps 
outlined here can lead to results similar to 
those cited above, though perhaps not so 
quickly. 


THE BASIS OF THE PROBLEM 


Sad but inescapable is the fact that few 
people ever learn to read even half as well as 
they could. The ineffectuality of most readers 
results from either false conceptions or a fairly 
complete lack of awareness as to the nature of 
reading. At some point late in grade school 
they (and often their teachers, who had previ- 
ously gone through the same pattern ) assumed 
that they had “learned to read,” and since a 
specific course in reading was no longer in- 
cluded ii the school curriculum, made no at- 
tempt to further improve their reading skills. 
The problem up to that time had been seen 
mainly as one of developing the ability to re- 
produce without too many errors the words of 
fairly simple books. In too many classrooms, 
the emphasis throughout high school remains 
on the reproduction of the statements found 
in the textbooks. These texts, furthermore, are 
covered in such detail in many classrooms that 
a slightly-above-average student needn't read 
them at all to make a good grade in the course. 
Thus many students forgo even the slight grad- 
ual improvement that would result from regu- 
lar reading, and are worse readers a year after 
finishing high school than they were when they 
started it. Too many students, after such prep- 
aration, find themselves swamped in their first 
semester of college work by their inability, not 
to read well, but to read at all with understand- 








ing. When they face the problem of interpret- 
ing what they have read, it doesn’t take them 
long to decide that they just are not fitted for 
college work. 


THE NATURE OF READING 


Fundamentally, reading is a problem in the 
concentration of attention on three things: 


1 One’s reading purposes. There should be 
eonscious purposes. They should be consid- 
ered first in the selection of reading matter, 
and second in the selection of reading tech- 
niques to be used. 


2 One’s reading techniques. For the poor 
reader, “reading is reading.” The good reader 
cultivates a battery of assorted reading skills. 
This article will distinguish between three 
major reading methods: skimming, careful 
reading, and close reading. 


3 The thought units (ideas, facts, and mental 
images—not the words ) and the organization 
of the material being read; this is its real con- 
tent. 


If these three things are properly attended to, 
rapid improvement in reading skill follows 
almost as a matter of course. 

There are, of course, physical factors and 
mechanical habits which may limit one’s read- 
ing proficiency. 


Obviously a person who needs glasses—or 
new glasses—can’t read comfortably or effi- 
ciently, but one sometimes needs to be re- 
minded that a qualified oculist should be con- 
sulted at the first suspicion of such needs. 


Some readers move their heads back and forth 
while reading; these movements can be made 
much more efficiently by the eyes. 


Pronouncing the words to oneself while read- 
ing slows the process tremendously. (This 
tendency can be detected by placing the fin- 
gers on the throat and lips while reading. ) 
Determined efforts to overcome this habit 
enable one to understand just as well while 
reading much faster—if the attempt is not 
abandoned after one or two trials. The time 
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and effort spent in breaking the habit will be 
far more than repaid within a few weeks. 


A poor or average reader almost invariably 
moves his eyes across and down the page in- 
efficiently. Much work has been aimed at 
specifically training readers in proper eye 
movement; elaborate and expensive machines 
have been devised to help train eye habits 
(some of them direct offshoots from aircraft- 
spotter training equipment used during and 
since World War II). The consensus of opin- 
ion among reading researchers seems to be 
movement is an effect 
rather than a cause of reading inefficiency,"' 


that incorrect eye 


and that it responds about as well and as 
rapidly to any successful program aimed at 
the basic skills of reading as to the impressive 
machines designed to treat it directly. For- 
tunately, efficient eye movement can be de- 


veloped without using expensive equipment. 


Most reading improvement machines (and 
films) fall into one of two classes: those de- 
signed to force the reader to proceed more 
rapidly, without retracing his visual path, and 
those intended to increase the eyespan of the 
reader—enabling him to read more words per 
fixation. (A reader's eyes move in jerks, not 


steadily.) The first class are usually called 
accelerators or pacers. They may operate by 
covering the material already read or throwing 
a shadow across it, or by merely moving an in- 
dicator of one sort or other down the page. The 
second class of machines, those which help to 
increase the eyespan (tachistoscopes, flash- 
meters, and similar machines ), usually expose 
or flash before the reader groups of words or 
numbers which are gradually increased in 
length, thus training the reader to grasp larger 
ind larger visual units as he reads. Such train- 
ing in broadening the eyespan is undeniably 
valuable; but it can be achieved about as well 
without machines. Try reading this column by 
fixing your eyes on just two points in each line, 


one about a fourth of the way across the line 


Arthur E. Traxler and Agatha Townsend, Eight More 
Years of Research in Reading (Educational Records Bulle- 
tin No. 64; Educational Records Bureau: New York, 


1955), pp. 57-58. 


and the other three-fourths of the way across. 
If that visual unit is too large, try making three 
fixations per line. By gradually stretching these 
units, some good readers can learn to read the 
average newspaper column with just one fixa- 
tion in the center of each line. This means that 
they can literally travel down the page without 
sideward motions of the eyes, a technique 
which permits very rapid reading. 

Most persons who are troubled by one or 
more of the above physical or mechanical diffi- 
culties read somewhere near the congenial rate 
of 250 words per minute, at rates of speed and 
comprehension far below those of greatest 
pleasure and efficiency. 

As stated above, the effective reader reads 
thought units and organization. He thinks and 
feels as he reads. Because he reads ideas closer 
together, he sees relations between them more 
clearly. Thus, when he has finished he “knows 
what it was about.” The busy executive cannot 
afford to substitute “reading” for active think- 
ing and feeling about the ideas on the paper in 
front of him. He needs to be a good reader, 
and to have available at least the three basic 
reading methods mentioned above—skimming, 
careful reading, and close reading—which we 
shall shortly consider in turn. But first, there is 
one simple rule that will go far toward en- 
abling one to become an efficient reader. 


THE CURE-ALL: READ RAPIDLY 

One naturally suspects any remedy for 
which universal powers are claimed; neverthe- 
less, reading rapidly comes close to being a 
cure-all for reading inefficiency—as long as 
equal emphasis is given its two terms. The 
“READ in this formula does not mean simply 
moving the eyes over the page. 

To apply to all reading skills and methods, 
the rule needs only to be expanded: reap as 
RAPIDLY AS YOUR PURPOSE ALLOws. While work- 
ing to improve your reading, this will mean 
reading faster than is comfortable. At any level 
of reading skill, reading at one’s most efficient 
rate tends to give the reader the uncomfortable 
feeling that he is not understanding everything 
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read. This feeling results from the high degree 
of concentration required to read rapidly. One 
is intensely aware of the idea content of the 
material being read, and is pressing to convert 
the word images into thought units at the high- 
est possible rate. While one idea is taking 
shape, other words are already being read. 
Phis naturally gives the feeling of incomplete 


compre hension. 


In a reading course, the reader is shown, by 
means ot comprehension tests, that in spite ol 
that feeling he is actually understanding as 
much or more of what he reads than he did at 
lower speeds. And it is very important that the 
person who works alone to improve his read 
ing should similarly test himself regularly and 
keep a chart or other record of his reading 
progress Without such reassuring and moti- 


vating devices rapid increases in reading skill 


are unlikely. Any person who | 


attention to his adult 


not previ- 
ously given specific 
re iding habits can make impressive advance S 
those who already read rather well are likely 
to achieve even greater Improvement than 
iverage readers do. Instructions for rate and 
comprehension self-testing will be found in 
\ Note on Self-Testing.” A sample test is ap- 


pended at the end of this article. 


a 
— 


One can, of course, try to read too fast 
When this is done, only words are read; the 


reader who is aware of 


his reading habits im- 
mediately realizes that he does not know what 


is no longer reading—and slows 


is being said 
down just enough to allow the related thoughts 
to take shape as he proceeds 

Such reading is an active, stimulating proc- 
ess. When given this degree of concentrated 
ittention, almost any reading material that is 
well written becomes interesting. Because at- 
tention is concentrated, distractions are shut 
out, the mind is active, the eyes move properly, 
and the reader is enabled to overcome the 
temptation to frequently go back and reread 
lines that can really be understood with just 
a little more mental effort. At any point in 
the developmental process, the speed can be 
dropped just a litthe—to a speed well above 


one s former rate—for the fullest possible com- 


A Note on Self-Testing 


rm 
| HE TESTS suggested in this article 


should measure two things—reading 


speed and comprehension. 


TESTING READING SPEED 


Reading speed is quite easily tested 
without assistance. One merely times him- 
self while reading an article, finds the ap- 
proximate total number of words read by 
counting the words in a given number of 
lines (at least ten) and multiplying, and 
then divides by his reading time to find 
his rate in words per minute. Readins 
rate will of course varv according to the 
difficulty of the materials read. The read- 
ing used for speed exercises should be of 
Most maga 

difficulty 


The resultant scores should be record 


medium difficulty or easier. 


zine articles are of suitable 


on a chart or a graph in which words pet 
minute are plotted after each test. The 
chart will normally show ups and downs 
but the over-all trend of progression will 
be definitely and permanently upwards 
At certain points during the reader's de 


velopment reached 


reading rat 


“plateaus” will be 
e will stay approximately con 
stant for a while. Soon, however, upward 
progress W ill continue, in rare cases to : 
level as high as 1,300 or 1,500 words pe 


minute. 


TESTING COMPREHENSION 


Testing comprehension cannot be don 


alone. The test questions must be mad 
out by someone other than the reade 
being tested. Ideally, the questions should 
cover the main ideas, organization, and a 
number of specific points of the articl 
read. The number of questions used 
though it will determine the unit by 
which the score can vary, is relatively un 


important, since the main purpose of the 


pre hension of the material being read. 

We shall now consider the first—and for th 
executive, perhaps the most important—of the 
three reading methods already referred to. 
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comprehension tests is to prove to the 
reader that his speed is not being gained 
at the expense of comprehension. The re- 
sulting scores should be charted along 
with the speed scores. One caution is 
necessary: In evaluating the comprehen- 
sion scores, the difficulty of the materials 
read should be considered. If the test 
scores are to have comparative value, the 
materials read should be kept of similar 
difficulty. (In many supervised reading 
improvement courses, the difficulty of test 
materials is gradually increased. Under 
these conditions, maintaining the same 
comprehension scores reflects an actual 


increase in powers of comprehension. 


STANDARDIZED TESTS AND 
WORKBOOKS 


Quite a number of standardized read- 
ng tests have been ce vised to measure 


lef 1] TT) 
lifferent reading skills. These are use d at 


the beginning and end of most formal 
urses. In order to preserve their useful- 

however, the publishers of most suc h 
tests are understandably reluctant to sup- 
the tests and scoring materials to pe 
not trained in their proper use and 
nterpretation Of such tests. the Iowa 
Silent Reading Test is one of the more 
omplet and reliable, though there are 
many useful ones. Various workbooks are 
ilso available that provide re ading exer- 
ises and tests of both rate and compre- 
hension over those exercises.* The skilled 
se and interpretation of proper testing 

terials is one of the strongest reasons 
tor taking a formal course in reading im 


rovement 
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tions or directions. The one important excep- 
tion is literary works—poetry, plays, stories, 
and works of fiction in general; these lose some 
of their effectiveness if skimmed first, and they 
deserve to be read carefully if at all. Skimming, 
as used here, does not refer to the brief exami- 
nation described above as the weeding-out 
process. It refers rather to the rapid reading of 
only carefully selected portions of a piece of 
writing. Skimming serves to answer the fol- 
lowing important questions (some of which 
cannot be as readily answered after a care- 
ful reading if the material has not been 
skimmed ) : 


Who is the writer? 


e What is his topic? 
e What are his purposes? 
e What are his main ideas? 


e What sort of organization has he used in writ- 


ing? 


e is his piece of writing worth a careful read- 


ing? 
The last of these questions may of course re- 
ceive an abrupt negative answer at any point 
during the skimming process. A rough idea of 
the efficacy of skimming may be gained as 
follows: Time yourself while you read only the 
headlines and first sentences of every article 
on five pages of a newspaper that you have not 
seen previously. Then have somebody ask you 
questions about the main idea of each article. 
You will be able to give an amazingly good 
account of the day’s news. With a little prac- 
tice, you can do the same after skimming each 
page for perhaps 20 seconds or a little longer. 
Newspaper reading is of course a special 
case, though it is perhaps the commonest use 
of skimming for most people. The “inverted 
pyramid’ organization of most news stories 
enables the reader to get the “meat” of the 
story in the first, or “lead,” sentence, and many 


of the items reported deserve no more of the 
THE KEY STEP: SKIMMING ; ; : 
busy reader's time than reading the lead sen- 
\lmost everything one reads should first be — tence requires. The techniques employed in 
skimmed. This applies even to detailed instruc- | newspaper skimming are similar to those of 
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skimming in general. In each case, skimming 
consists of the reading of carefully selected 
portions of the written material; with most 
writing, however, the reader must work harder 
in order to select the proper portions than is 
necessary in skimming a newspaper, with its 
standardized organization. One's skimming se- 
lection will also vary according to his purposes. 
In a field that he knows well, for example, the 
reader may wish to skim only for those ideas 
that are opposed to common views in the 
field or that differ from what would logically 
be expected. 

The time required for skimming may range 
from a few seconds for a short item to as much 
as 20 minutes or more for a book. In general, 
items that are to be given a careful reading 
should be skimmed immediately prior to such 
reading. 

The following procedure may be recom- 
mended for skimming anything longer than a 
few pages: In the case of a magazine or peri- 
odical article, report, or brochure, examine the 
first page as well as any listing in the table of 
contents or note on the contributor in order to 
identify the author, title, and any subtitles, the 
person or persons responsible for publication, 
and the date of writing or publication (which 
in some fields—especially technological ones- 
is of crucial importance in interpreting and 
evaluating the writing ). In the case of a book, 
this information will be found on the dust 
jacket (if any), cover, and title page. Next, 
the table of contents, if there is one, should be 
looked over for organization and main ideas. 
(Developing the habit of paying attention to 
organization and form is, incidentally, the one 
step that will do most to improve not only read- 
ing but also writing ability.) Any introductory 
or prefatory sections should next be read in 


order to find out the author’s purposes, which 


may be directly and concisely stated or may be 


intentionally misrepresented. 

The next step may be considered the basic 
technique of skimming. It consists in leafing 
through the entire piece, attending to: 


e the main idea only of each paragraph (to be 
discussed further shortly ) 


e the divisions of the work 


e any section, chapter, and paragraph headings 
or any summaries which the author or editor 
may have provided 


Lastly, the reader should examine any ap- 
pendixes, notes, or index which may be sup- 
plied. (Looking up in the index the treatment 
of some item with which the reader is already 
familiar enables him to evaluate the writer's 
handling of at least that one item.) If all of 
these steps are carried out, the answers to all 
six of these preceding questions should be 
found, and that without undue expenditure of 
time. If at any point in the process its comple- 
tion does not seem warranted, the combusti- 
bility of the paper being skimmed may well 
comprise its greatest value for the reader. 


The Basic Skimming Technique 


Most writers clearly identify their most im- 
portant ideas in part, chapter, and perhaps 
section headings; those who do not sometimes 
have ulterior motives for the omission. These 
headings, though, provide the reader with only 
the skeleton of the writer's meaning. If the 
writing has been well done, each of the para- 
graphs has a main idea that is also important 
to the full development of the writer's topic. 
Most writers habitually state the main idea of 
each paragraph in one sentence which is am- 
plified, illustrated, or supported by the other 
sentences in the paragraph. The commonest 
position for the topic sentence—the one that 
states the main idea—is at the beginning of its 
paragraph; frequently, however, it is found at 
the end of the paragraph; and even less fre- 
quently, it may be found somewhere else in 
the paragraph. In some paragraphs, there is no 
topic sentence, the main idea being the sum 
of the ideas directly stated or the relation ap- 
parent between them; such paragraphs, in ef- 
fect, require the reader to draw the writer's 
conclusions. 

The basic technique of skimming, then, is 
the reader’s search for the main ideas of the 
writer. He leafs through the work, skipping all 
minor points, examples, supports, and digres- 
sions. He pays close attention to such terms as 
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“for example,” “therefore,” “however,” “never- 
theless,” “on the other hand,” and any others 
which indicate the writer's organization and 
emphasis. He notes the author's key terms and 
special vocabulary. He knows, when he has 
finished skimming, approximately what the 
writer says and, to a certain extent, why he 
says it. 

Like any habit worth having, skill in skim- 
ming is acquired through practice—practice 
which, to repeat, should be taken at a faster- 
than-comfortable rate. This habit once estab- 
lished, the payoff is tremendous. Skimming 
saves one from reading many materials, but 
even more important, it not only saves time on 
the “careful reading” of those materials de- 
serving more than skimming; it also enables 
one to read them much more effectively. 

This basic skimming skill is closely related 
to the special skills of hunting specific facts o1 
data and of using indexes, dictionaries, ency- 
clopedias, and other reference works. Each of 
these skills improves rapidly with a moderate 
amount of practice, provided the above prin- 
ciples are kept in mind. 


CAREFUL READING: YOUR 
STANDARD METHOD 


Careful reading, as used here, refers to the 
normal reading method used for most mate- 
rials. It should always, except when dealing 
with literary works, be preceded by skim- 
ming. Rather than wasting time, the previous 
skimming will actually enable one to read 
faster and with greater understanding; be- 
cause the writer’s organization and main ideas 
are fairly clearly in mind, the lesser ideas fall 
into place more readily and complete a picture 
whose general outline is already known. Many 
of the ideas and developments seem clearer be- 
cause their relations to the structure of the 
whole are more readily grasped. The reading 
is thus not only more informative, but also 
more interesting. 

The following suggestions should help any 
but the very best readers (who have already 
developed their full reading capacities ) to im- 
prove their careful reading habits. 


] 


~l 


Before starting a piece of reading, think 
briefly about what you already know in the 
field; this helps in developing good mem- 
ory habits, and also enables you more easily 
to evaluate the present treatment of the sub- 
ject as you read. 


Keep in mind, while reading, the organiza- 
tion revealed by skimming. If you can’t see 
the piece of writing as a whole when fin- 
ished, either you haven't read well or it 
wasn't written well; be sure you know 
which. 


Read with the intention of remembering 
what you have read. Any material not worth 
this effort deserves no more than skimming. 


Read actively, not passively. Make the nec- 
essary effort to visualize any descriptions or 
actions. Evaluate ideas as you meet them. 


Don't try to read everything at the same 
speed. It can’t be done efficiently. Writing 
varies tremendously in difficulty and in 
value; Dante cannot be read at the same 
speed as Walter Winchell, nor does your 
newspaper deserve the slow pace at which 
difficult instructions must be read. Caution: 
Do not be bluffed into thinking that writing 
must be good because it is difficult. Some is, 
and some isn’t. 


Keep your reading purposes in mind while 
reading. Vary your techniques and speed 
accordingly. 


Keep your reading environment as favor- 
able to concentration as possible. When you 
can, read in a place free from noises and dis- 
tractions such as people continually passing. 
Be sure you have sufficient light and fresh 
air. Use a chair that is comfortable, but not 
so relaxing that your mind wanders. 


Make yourself work rapidly. Change posi- 
tion often enough to stay alert. When con- 
centration becomes difficult, take a short 
break. Do not force yourself to read under 
too adverse conditions; it will only exhaust 
you and concentration 
habits. 


encourage poor 


Vocabulary problems: When you read an 
unfamiliar word, try to figure out its mean- 
ing from its context. See if you can recognize 
its root or other syllables as you are familiar 
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with them in other words. Finally, if the 
word seems to be a key or important word 
for the writer's purposes, look up its exact 
meaning in a dictionary or some other refer- 
ence work. 


10 Reading literary works: Such works as plays, 
novels, poems, and short stories should not 
be skimmed first; their structure is not only 
logical, but emotional as well. If well writ- 
ten, they deserve the reader's total participa- 
tion in the progression of the thoughts, feel- 
ings, and perceptions of which their texture 
is woven. Such reading should not be unduly 
hurried. The reader should pay attention to 
the development of the story as well as to 
that of the characters involved, and to the 
author’s style, the tone of his writing, and 
his insights into the meaning of the experi- 
ences which he portrays. From such reading 
the reader can obtain the pleasure and in- 
struction of new experiences without the 
risks and efforts which they would otherwise 


entail. 


CLOSE READING 

Close reading, the third of the basic reading 
methods dealt with in this article, must be 
done at a slower pace. This is the sort of read- 
ing required for difficult and unfamiliar sub- 
jects, directions and instructions, and highly 
symbolic writing. These must be read as slowly 
as is necessary to follow their meaning; if the 
reading is extremely difficult, it may be neces- 
sary to check the exact use of words by con- 
sulting a dictionary or a basic text in the field. 
[t may even be necessary to consult a simpler 
treatment of the same subject first, or to con- 
sult an authority in the field—if the reading is 
important enough to you to warrant these 
steps. With these differences, the techniques 
of close reading" are similar to those of careful 
reading. 

Keeping these three basic methods—skim- 
ming, careful reading, and close reading— 
clearly in mind enables one to adapt his read- 


ing to the materials and purposes at hand 








CRITICAL READING: THE GOAL 


The highest achievement of the reader is 
the attainment of the ability to read critically. 
In an age of mountains of printed tripe and of 
hidden persuaders of all sorts, the ability to 
accurately judge the quality of writing and 
the motives responsible for it, as well as its 
usefulness for some particular purposes, is a 
most valuable one. Much of what we read is 
neither truly nor fairly stated; and more of it is 
poorly written. Only the reader who can dis- 
cern such weaknesses is in a position to really 
make up his own mind on the issues that he 
considers important. The skillful critical read- 
er knows when he finishes reading not only 
what has been said; he also knows what sort of 
person said it, how skillfully, for what pur- 
poses, and in what tone and style. He knows 
whether the logic used was valid within its 
context, and whether the convictions set forth 
in the writing will stand the test of comparison 
with his own experience and past reading and 
observation. He takes care to read and hear 
divergent views on crucial issues. He knows 
that the best writers of all ages have written 
for skilled adult readers. And in all likelihood, 
while acquiring these skills and insights he has 
also learned to express his own views in speech 
and in writing with a fairly high degree of ef- 
fectiveness, if not even polish; for the develop- 
ment of skill in critical reading is inseparabl 
from the development of skill in clear percep- 
tion and clear thinking. 


Proofreading is a special variety of close reading. In 


proofreading what one has written (and everything on 
writes should be proofread before being passed on to other 
readers less certain of the writer’s intentions ), a conscious 
effort must be maintained to avoid falling into one’s nor- 
mal reading habits. Here every word must |e read as it 
appears on the page, not merely as it was originally in 


tended. One should proofread with the expectation of 
finding errors and improvable statements, and with th 
willingness to make changes. Errors and awkward state- 
ments will often stand out more clearly while one is 


listening to some other person read one’s w riting aloud. 


Test Your Reading Efficiency 


w-» DO NOT start reading the paragraphs below before reading the 
following instructions: Using a watch with a second hand, time 
yourself exactly while reading this test. Read rapidly, but remember 
that, after reading, you will answer detailed questions without look- 
ing back at the test. 


From ADVICE TO A YOUNG TRADESMAN 
Written in 1748 
by BENJAMIN FRANKLIN 


REMEMBER this saying, The good paymaster 
is lord of another man’s purse. He that is 
known to pay punctually and exactly to the 
time he promises, may at any time, and on 
any occasion, raise all the money his friends 
can spare. This is sometimes of great use. 
After industry and frugality, nothing con- 
tributes more to the raising of a young-man 
in the world than punctuality and justice in 
all his dealings; therefore never keep bor- 
rowed money an hour beyond the time you 
promised, lest a disappointment shut up 
your friend's purse forever. 

lhe most trifling actions that affect a man’s 
credit are to be regarded. The sound of your 
hammer at five in the morning, or nine at 
night, heard by a creditor, makes him easy 
six months longer: but, if he sees you ata 
billiard-table, or hears your voice at a tavern, 
when you should be at work, he sends for his 
money the next day; demands it, before he 
can receive it, in a lump 

It shows, besides, that you are mindful of 
what vou owe; it makes you appear a careful 
as well as an honest man, and that still in- 


creases vour credit. 


Beware of thinking all your own that you 
possess, and of living accordingly. It is a mis- 
take that many people who have credit fall 
into. To prevent this, keep an exact account 
for some time, both of your expenses and 
your income. If you take the pains at first to 
mention particulars, it will have this good 
effect; you will discover how wonderfully 
small, trifling expenses mount up to large 
sums, and will discern what might have 
been, and may for the future be saved, with- 
out occasioning any great inconvenience. 

In short, the way to wealth, if you desire 
it, is as plain as the way to market. It depends 
chiefly on two words, industry and frugality; 
that is, waste neither time nor money, but 
make the best use of both. Without industry 
and frugality nothing will do, and with them 
everything. He that gets all he can honestly, 
and saves all he gets (necessary expenses 
excepted ), will certainly become rich, if that 
Being who governs the world, to whom all 
should look for a blessing on their honest en- 
deavors, doth not, in his wise Providence, 
otherwise determine. 


—An Old Tradesman 


Reading time in seconds 
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Product Pioneerin 


Management Strategy 


To keep up with the dynamic growth of industry, the 


Ce 
- 


executive must have a product strategy tailored to his 


company’s needs. An American Management Associa- 


tion expert outlines such a custom-made strategy. 


ie rY-ONE corporations that were included 

among the “100 largest” in 1926 have since 
disappeared from the list, according to a new 
study by The First National City Bank of New 
York', which for years has made an analysis 
of management's performance in this group of 
companies 

Significantly, size provides no assurance of 
permanent status. The wholesale shift of in- 
dustrial leaders is a change resulting from na- 
tional growth, competitive enterprise, chang- 
ing habits in public demand, and shifting levels 
of managerial competency. Most of the com- 
panies that dropped out of the list were in 
older industries where rates of growth have 
slowed down. Of the 41 companies displacing 
them, most are in the newer, fast-growing in- 


dustries. 


First National City Bank of New York, Monthly Letter 
August, 1957 p Q4 
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In times when management's attention is 


diverted by labor unrest, tax problems, nego- 
tiations for government business, and mergers 
and acquisitions, the company’s product is 
sometimes ignored. Yet this is the basis on 
which the business is built. When manage- 
ment’s attention is diverted and products are 
pushed into the background, long-term growth 
ceases. 

There is only one justification for a commer- 
cial enterprise, the product that the business 
sells. This may assume tangible form—a chemi- 
cal, a piece of mechanical equipment, or an 
electric-light bulb; or it may be intangible—a 
service. Both are salable. Both serve as the 
foundation on which businesses are built. Ad- 
ministrative philosophies in long-range plan- 
ning for growth and profits must be oriented 
to this product concept. Product strategy forms 
the core of such plans. 
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MANAGEMENT 


Capitalizing on Changing Times 


Charles Percy, President of Bell and Howell, 
has revealed that 65 per cent of its sales comes 
from product lines that were not even in exist- 
ence five years ago*—and Bell and Howell now 
is devoting more time than ever to searching 
for new products. Annual reports emphasize 
that over 80 per cent of the sales volume in a 
number of growing corporations results from 
products that were unknown ten years ago. 
And these figures apply to the recognized in- 
dustrial giants as well as to relatively small 
corporations. 

In the initial analysis of the problem, it isn’t 
enough to ask “Are you satisfied with your 
present position?” 

Industry position cannot be maintained by 
steady adherence to today’s policies and pro- 
grams. Mere maintenance of present industry 
position calls for long-range planning; individ- 
ual stagnation, in the perspective of our dy- 
namic economy, becomes relative decline. 

And few executives would admit to an in- 
terest limited to maintaining the status quo. 
They want to put the corporation in a leader- 
ship position product-wise, profit-wise, and 
growth-wise. Such a position is inseparably 
linked to the development of new products. 

Product strategy must encompass long- 
range planning, short-range planning, and the 
implementation of product programs, all tai- 
lored to the company’s specific needs. 


PREPARATION FOR PLANNING 


[he Critical Factors 


Four major factors of more than casual sig- 
nificance should be given special attention by 


executives planning product strategy: 


e Technological development 
e Consumer needs 


e Exclusive rights possibilities 


Author’s data obtained in a meeting with Bell and 


inagement. 


Lictil 
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STRATEGY FOR PRODUCT PIONEERING 


e Legal regulation of industrial activity 


Of prime importance is technology; Walton 
Hamilton, in his new book, The Politics of 
Industry, says: 


“It may be too much to say that technology has 
replaced geography in determining what com- 
modities any nation may economically produce. 
But it is quite safe to say that technology has 
come to share this throne, that its dominion is in- 


creasing, and that geography is rapidly becoming 
3 


the lesser of the two partners.” 

Technological development has advanced 
rapidly as a result both of industrial and of 
governmental expenditures for research in re- 
cent years. During the past year, nearly $9 
billion* was spent for research and develop- 
ment in science by industry, government, uni- 
versities, and nonprofit organizations. Indus- 
trys share of this total ran slightly over $6 
billion. The tenth edition of the directory of 
industrial research laboratories published by 
the National Academy of Sciences—National 
Research Council’ lists 4,834 industrial re- 
search laboratories, as compared with 290 
when the directory was first published, 35 
years ago. 

Looking ahead, industry will spend over 
$6.5 billion on research and development dur- 
ing 1958. In the federal budget $3.4 billion 
has been allocated for federal research and 
development for the fiscal year 1958. 

An accelerated stream of new products and 
processes will inevitably result from this ex- 
penditure of money for research and develop- 
ment. These products and processes will be 
available to those who have had the foresight 
to direct funds into these channels. 

A birthday present has raised considerable 
unrest among more thoughtful men concerned 
with the development of mechanical products. 


‘Walton Hamilton, The Politics of Industry (New York: 
Alfred A. Knopf, Inc., 1957), p. 115. 
' The figures in the following paragraphs are based on 
the author’s computations. 
National Research Council, Industrial Research Labo- 
ratories of the United States, Tenth Edition (Publication 
379; Washington, D.C.: National Research Council, 1956). 
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Recently scientists at the Princeton Labora- 
tories of the Radio Corporation of America 
presented their chief executive, David Sarnoff, 
with an electronic refrigerator. 

The implication of an innovation of this na- 
ture, the potential altering of a market of the 
magnitude of the refrigeration market, is 
somewhat staggering. A refrigeration system 
operating without any moving parts is of more 
than passing importance to anyone directly or 
indirectly concerned with the development of 
mechanical products. 

Its impact reaches still farther. It extends to 
those in the electrical industry who manufac- 
ture electrical motors that drive compressors, 
to chemical industry producers of commercial 
refrigerants, and to tubing fabricators in the 
metal trades. 

Events that shape the future have already 
taken place. New products that will appear in 
the next five to ten years will result from a 
combination of such factors as the develop- 
ment of natural resources, technological ad- 
vances, and the steps taken to fill new product 
opportunities created by population growth, 
by changing patterns of culture, and the like. 
The growth that can be anticipated in new 
product lines is indicated, to a degree, by a 
study of the growth of some of today s older 
products. Recently the Department of Com- 
merce conducted a study of the growth trend 
The re- 


sults of this study are quite revealing.® 


of nearly 300 products and services 


The growth rate of residential clothes dryer 
production has averaged over 40 per cent a 
vear since 1947, the first vear of any substan- 
tial production Other products that have en- 
ioved similar rates of growth include titanium, 
television receivers, powel brakes, antibiotics, 
and detergents. In a class averaging 30-40 per 
cent growth a year are tape recorders, electric 
shavers, and air conditioners. Home freezers, 
electric blankets, and diesel locomotives com- 
pose a group ol produc ts that have averaged 


20-50 per cent crowth a vear. 


Information obtained by author from Office 


Ws kepartment of Commerce. 


of Business 


Unfortunately for many manufacturers, not 
all product lines have reflected growth. Many 
have shown definite declines. Those in indus- 
tries where declining trends predominate are 
well aware of these facts. An over-all analysis 
of economic growth patterns in industry re- 
veals a topographic pattern of peaks and 
chasms side by side: past patterns will be 
repeated. 

Those responsible for the development of 
new products must establish and follow care- 
fully organized programs designed to steer 
developments now appearing on the horizon 
into directions that will result in profits. 

In planning for analyzing and utilizing new 
developments, scientists, engineers, and execu- 


tives must answer six questions: 


e What's new? 

e How can it be used? 

e Can we use it? 

What are the alternatives? 
What are the trends? 

What action should we take? 


Periodic appraisals of new developments are 
an essential part of future planning in these 
days of rapidly advancing technology. Such 
appraisals serve to jog management thinking 
and break down entrenched complacency. 
They help to establish the proper perspec- 
tive for realistic planning in a competitive 
economy. 

Functional engineering on the expanding 
industrial horizon reflects the growing im- 
portance of the relationship of the consumer to 
the product. Corporations undertake research 
not only to keep up with advancing technology 
but to develop knowledge of changing con- 
sumer requirements. Communication channels 
must constantly feed vital consumer data to 
the research group for analysis and action. 
Today's products are increasingly incorporat- 
ing design factors dictated by real needs as 
well as by expressed whims of customers. 

Patent development is a third factor to be 
considered. Regardless of certain controversial 








aspects of patent development, patents protect 
and offer an incentive for research and de- 
velopment expenditures by providing a mo- 
nopoly for a period of time. Those who plan 
ahead can and do enjoy these rewards. 

Legislative enactments are a fourth factor. 
The enactment of laws and their interpreta- 
tion by the courts both open and close doors 
on business opportunities. This is a continuous 
process. The picture is constantly changing. 
Product strategy should capitalize upon new 
developments. 

Genera! and special laws that effectively 
establish certain limits on new product offer- 
ings have been enacted at both the national 
and local levels. They are binding on both big 
and small business. 

Two basic statutes, the Sherman Act and the 
Federal Trade Commission Act, are antitrust 
laws directed at outlawing unfair competitive 
practices, unreasonable agreements imposing 
undue restraints upon competitors and cus- 
tomers, and the acquisition of power in order 
to control the market and exclude competitors. 

More specific statutes supplement these two 
basic statutes. These special laws include the 
Clayton Act and the Robinson-Patman Act and 
detailed prohibitions of price discriminations, 
tying clauses, corporate acquisitions, and inter- 
locking directorates. 

The laws do not stop with prohibitions. They 
provide sanction of property and contractual 
rights; of liability for treble damages; of judi- 
cial controls on business activities of violators, 
divestiture of stock and-assets, and profitable 
business relationships. 

Contemplated new products should be ana- 
lyzed as to their possible effect in introducing 
a restraint to free competition in business; and 
commercial transactions that might tend to 
restrict production, raise prices, or otherwise 
control the market should be examined. The 
objectives of the antitrust laws are clear, but 
the laws are difficult to apply. Contemplated 


iction should be reviewed with legal counsel 


competent in the antitrust area. Even new 


products can turn out to be liabilities. 
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What Is a New Product? 


To develop practical new product concepts 
management needs a clear understanding of 
just what constitutes a new product. 

New products fall into one of three cate- 
gories. 

" First, any idea relating to a new function 
should be classified as a new product concept. 
Electrical heating of blankets, wireless synchroni- 
zation of electric clocks, and addition of “hands- 
free speaker equipment” to phones, are examples 
of the addition of new functions in items familiar 


as consumer products. 


{ Second, any idea relating to an improved 
function represents a potentially valuable new 
product concept. Such things as 45 r.p.m., 33% 
r.p.m., and 16% r.p.m. records, Merion bluegrass, 
and latex-base paints are examples of improve- 
ments found in readily recognizable consumer 
items. 


{ Third, any idea that contributes to lowered 
costs should also be called new. Lowered costs in 
competitive markets represent innovations that 
are just as real as new and improved functions. As 
a consequence of lower costs, products become 
available to customers previously priced out of 


the market; to this group such products are new. 


New function, added function, and lowered 
costs may produce these returns to the corpo- 


ration: 
e Growth is made possible. 
e Seasonal effects can be leveled. 
e The impact of business cycles is lessened. 
e Risks are spread over a wider base. 
e Work loads can be better balanced. 
e Management perspective is broadened. 
e Technical and managerial talents are devel- 
oped. 
e Tax advantages accrue. 


Excess capital is put to work. 
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e Product line obsolescence is offset. 


e Product opportunities are realized. 


DATA GATHERING 
Examining Resources 


In developing new products executives need 
to know exactly what they have to work with. 
A listing of resources is essential for success- 
fully shaping up programs. 

The backgrounds and interests of the direc- 
tors of the corporation are often untapped re- 
sources. Management resources at the policy 
level and at operating levels should be noted. 
Still further, it is necessary to take an inventory 
of skilled and semiskilled talents that can be 
utilized in putting new programs into motion. 

Fiscal policies and financial strength have a 
direct bearing on product programs. The total 
funds available and the cost of these funds 
and new capital must be known. Additional 
capital may be needed to finance research and 
development, new plants, equipment and in- 
ventory, and to provide working capital to 
carry these programs forward. 

Not only is it important to know the physi- 
cal facilities, such as manufacturing plants, 
warehouses, and offices, that are available and 
the specific equipment available at each of 
these points, but it is important to know the 
relative efficiency and flexibility of these facili- 
ties. The location of these facilities is important 
too. New programs generally mean new mar- 
kets, new raw materials, and special utilities. 

Distribution 


nized, and present market areas, methods of 


programs should be scruti- 
penetrating these markets, and sales vigor 
should be evaluated. 

Ownership or preferential access to natural 
resources, minerals, ores, brine deposits, natu- 
ral gas, and the like, is an important factor in 
planning new programs. 


Potential Return 


Success also hinges on ability to judge pro- 


grams from the standpoint of potential return, 


estimated costs, and relative timing. To accom- 


plish this, each product proposal should be 
subjected to penetrating research in several 
significant areas. 


1 A comprehensive survey of the related indus- 
try establishes a commercial perspective. 


2 A thorough review should be made of patent 
and licensing relationships. 


3 One of the vital steps in product selection is 
the appraisal of such factors as customer charac- 
teristics, geographic peculiarities of the market, 
list price necessary to secure volume, tie-in as- 
pects of market development, life of product, life 
of market, saturation, estimated sales, optimum 
timing, and time of introduction to market. 


4 Distribution factors must be surveyed to es- 
tablish the probable degree of success in econom- 
ically reaching the people who want the product, 
with the product, at the point of sale. 


5 Early obsolescence from subsequent devel- 
opments of the research laboratory may make it 
impossible to recover the investment necessary to 
introduce a new product on the market. New 
products encounter threats from two directions: 
They may become unsalable as a result of ad- 
vanced design, or markets may shift as a result of 
new developments in nearly unrelated fields of 
technology. 


6 Costs and potential profits should be calcu- 
lated. 


7 Management must evaluate the effect of the 
new product proposal on all corporate relation- 
ships and determine whether or not the net inci- 
dental effect is favorable. 


These areas in the product picture are im- 
portant in making any systematic analysis for 
the purpose of choosing profitable products. 
Sound product decisions cannot be made with- 
out carefully exploring each area. 


Tying the Present to the Future 


Since the commercial life of new products 
lies in the future, not the present, the big job 
is calculating probable trends in business ac- 
tivity. 

In accepting this responsibility executives 
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confront an avalanche of forecasts and pro- 
jections—some carefully thought out, others 
off-the-cuff by men who happened to be in 
their offices when a regional editorial assistant 
called to make a perfunctory spot check. From 
this mass of printed matter, executives seek 
guidance in planning their own business af- 
fairs. 

Certain guideposts will aid executives in 
applying economic forecasts to their business 
planning activities. 


First, published forecasts are necessarily 
general in nature to provide broad reader 
coverage. This requirement is imposed by the 
editors of the media in which forecasts appear 
in order that the forecast will touch upon the 
interests of a maximum number of readers. 
Because of such editorial objectives, forecasts 
frequently become so general that they fail to 
make any significant contribution. Executives 
must search out, screen, and appraise facets of 
the forecast that have a direct bearing on their 
own business activities. 

They should recognize that national aver- 
ages may level out the very highs and lows in 
regional data that are of particular significance 
to a business operating in a regional economy. 
Such regional variances may spell life or death 
for a particular business. 

Executives who command the destinies of 
nationwide and even world-wide enterprises 
cannot overlook the fact that economic con- 
ditions in local areas largely determine the suc- 
cess or failure of the various parts of the 
corporation. 


Second, forecasts unfortunately tend to sup- 
port popular sentiment. In periods of rising 
prosperity the forecaster is reluctant to sug- 
gest impending doom. In periods of depression 
the forecaster is similarly reluctant to call the 
turn. Published forecasts try to please the 
reader. Because they do, they fall far short 
of meeting the requirements of the business 


executive. 


Third, business patterns, comprising as they 
do many variables, are subject to sudden and 


violent change. Use of forecasts imposes a re- 
sponsibility for constant review and appraisal 
of the variables, if shifts in patterns are to be 
detected promptly. Year-end forecasts merely 
provide an initial direction for executive think- 
ing. Over a longer time, guidance must come 
from periodic reappraisal of selected data 
pertinent to specific business interests. 


Fourth, long-range projection, the kind of 
forecast most significant for top management 
product strategy, often receives the least atten- 
tion by the forecaster. Successful business de- 
velopment programs are the result of executive 
action based on truly forward thinking. Here, 
growth trends assume major importance for 
the executive. Profit opportunities lie in early 
activity in areas where projections reveal 
growth potentials 15 or 20 years ahead. 

Growth can be measured absolutely or rela- 
tive to the economy as a whole. Only the latter 
measurement is significant as a measure of 
management vitality. The gross national prod- 
uct, the market value of the nation’s output 
of goods and services, has roughly doubled 
since 1945. A business volume that has doubled 
in that same period reflects a business that has 
kept pace with the times, but one that has 
had no relative growth. Some businesses have 
doubled in sales volume within a single one 
of these ten years—this is real growth reflecting 
management vitality. 

Forecasts are a basic planning tool, a tool 
that requires constant sharpening. Forecasts 
should encompass rapidly advancing technol- 
ogy and world-wide political developments. 
Trends in legislative thinking resulting in 
statutory limitations on the directions business 
activities may take should be considered. Fore- 
casts should have analytical breadth and 
depth. Above all, forecasts should be realistic 
and focus on specific needs if they are to meet 
the requirements of business executives in 
planning ahead for growth, prosperity, and 
stability in days to come. 

In the final analysis, the specific character- 
istics of the new idea under review establish 
the nature of the forecast or projection essen- 
tial to the success of the screening process. 
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SCREENING 
Adding Up the Plus and Minus Signs 


Now that data have been corralled, these 
data serve as the basis for decision and action. 
Essentially this is a process of adding up the 
plus and minus signs but it may be a somewhat 
dangerous oversimplification of what is in- 
volved if a number of extremely important 
considerations are not taken into account. 

First, it is important to make certain that 
all of the essential data have been checked 
for accuracy and assembled for effective pres- 
entation. Management time is too valuable to 
waste wading through a morass of accumu- 
lated detail. There is no greater deterrent to 
executive action than the absence of adequate 
streamlined data on which to base decisions 
and action. 

Second, it is equally important to bring 
together all executives who should have a 
part in decisions with respect to new product 
offerings. In selecting these individuals, it must 
be recognized that both functional and social- 
political relationships may be determining 
factors in deciding which ideas are selected 
and which are rejected. To be realistic, one 
cannot overlook this. This is the point at which 
facts and political forces should be exposed to 
analysis and logical reasoning processes. 

Third, the evaluation process itself deals ex- 
clusively in a selection of alternate courses of 
action based on relative values. Formulas are 
not workable. There are no established criteria 
that are universally applicable. Even the deci- 
sion to take no action introduces an element 


of relative cost and loss of dollar profits. 
Decision and Action 


This step terminates consideration of many 


At the same time 


of the ideas being screened 








it opens the door to the expenditure of sub- 
stantial sums of money for research and the 
commercial development of those ideas that 
pass the test. 

The administration of product development 
is unnecessarily clouded by the tendency to 
view it through the framework of the organiza- 
tion chart. In reality products do not pass from 
research to engineering to production to sales. 
Ideas may originate in the production organi- 
zation and pass to engineering to sales and 
back to research. 

Product development can best be adminis- 
tered by recognizing it as a process comprising 
a number of phases. In any of these phases, re- 
search, engineering, production, and other 
functions may be called upon to serve—but all 
must be subservient to the process of develop- 
ing a new product. This alone is important 
from a profit position. 

Those who wish to occupy leadership posi- 
tions can achieve these objectives by following 
patterns of action familiar in growing corpora- 
tions. Where growth has been achieved: 


e Management has had a sincere desire to 


grow. 


e Effort has been expended on technical pro- 
grams that have reflected inherent growth 


potentials. 


e Organized programs have been established 


and put into action. 


Success in pioneering new products reflects 
the highly individualistic efforts of the cor- 
poration’s scientists, engineers, and executives 
—organized and channeled in _ potentially 
profitable directions. Times are changing. 
Management capitalizes on environmental dy- 
namics by equally dynamic executive action 
in pioneering products. 











Businessmen will agree that it is important for 
foremen to identify with management. Dr. Bernthal 
outlines some ways the company can achieve this. 


FOREMANSHIP: 


Business’s Achilles’ Heel ? 


WILMAR Ef 
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destined to be the Achilles’ heel of manage- 
ment? Only time will tell. But assuming that 
the current “storm warnings’ have aroused the 

sie interest and concern of industrial executives, 
AFTER almost ten years of fairly smooth nae wy 
p . a brief look back at how the “foreman prob- 


sailing, management once more has its * 
“§ lem” developed, and then a look forward to 


storm warnings flying—rough seas ahead at : 
a some courses of executive action through 
lower management levels. The barometer: 
















' ae ae which the foreman’s management position 
Opinion Research Corporation s periodic sur- 


sate ’ . may be made stronger and more secure, might 
vey on “Foreman Thinking and the Productiv- ' 
ee niga . he profitable. 
ity Problem.” The need for reappraisal of the 
foremans management role, and for urgent 
iction, is indicated by such headlines as “Fore- 
men Warm Up To Union,”' and “News on 


Foremen: Morale is Down. 


4 ‘“‘FOREMAN CYCLE’’? 


Current observation supports the possibility 
Experience has indicated that manag that cycle theory may eventually be applied 


vakest link is ‘em: ve . . 
ment’s weakest link is at the foreman level. Is ilso to industrial management through a study 


this vulnerability inevitable? Is foremanship _ of the “foreman cycle.” Starting with a general 
stability (the complacency phase ), the natural 


| Business Week (May 4, 1957), p. 149 stages of the cycle seem to consist of 


1 unrest and dissatisfaction among foremen, 
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outward evidences of declining foreman 
morale, such as lagging productivity im- 
provement and increased foreman interest 
in unions, 


growing concern among businessmen and 
in government, 


vigorous investigation, discussion, and 
programs of action, both private and 
public, 


5 areturn to complacency. 

Reversing the favorable trend in foreman 
morale from 1947 to 1954, the period between 
1954 and 1957 witnessed a recurrence of the 
1943 to 1946 phase: 


e A decrease in the percentage of foremen 
who feel foremen should stay out of unions 
An increase in the percentage of foremen 
who feel it is all right for foremen to have 


unions 


An increase in the percentage of foremen 
who want to belong to unions ( This increase 
is perceptibly sharper today than it was in 


the 1940's. ) 


An increase in the percentage of foremen be- 
longing to foremen’s unions ( This increase is 
in spite of the legal barrier to recognition of 


foremen’s unions. ) 


Concurrently, the percentages of foremen who 
identify themselves with management, and 
who believe that foremen’s relationships with 
higher managers are very good, are on the 
decline.* 

Once more the need for, and inevitability of, 
corrective action is clear. Will the action come 
voluntarily from management? Or will public 
concern for the problem result in legislative 
action such as a reappraisal ot Section 14(a) 
of the Labor Management Relations Act of 


Morale Down,” Factory 
July, 1957), pp. 94-97, 


rch Corporation sur 


1947, which defines the status of foremen’s 
unions? 


THE FOREMAN PROBLEM 
IN PERSPECTIVE 


Although the foreman is technically a mem- 
ber of management, his position has under- 
gone considerable change since the turn of 
the century. For a broad perspective, the fore- 
man problem should be viewed in terms of 
the growth and expansion of American indus- 
try, legislative developments concerning fore- 
men, and the sociologists’ views of the fore- 
man’s unique position. 

When firms were small, the foreman occu- 
pied a position between the owner and worker 
in which he directly represented the owner. 
The foreman, in effect, was works manager, 
staff specialist, and supervisor, all in one. In 
some plants, foremen were independent con- 
tractors, operating under loose production 
schedules, with full authority to hire men and 
set rates of pay. Even when foremen were not 
independent, they were allowed considerable 
latitude in setting and changing rates of pay, 


and they were given wide authority over hir- 


ing, promotion, demotion, discharge, disci- 
pline, transfer within the department, assign- 
ing overtime, and giving time off.’ 

The Slichter Panel summarized the long- 
term trends in the foreman’s responsibilities 
and authority as: 


e A drop in the foreman’s authority 


e A drop in the foreman’s responsibility for 
making policies 


e A rise in the foreman’s responsibility for exe- 


cuting policies® 


‘96 War Labor Reports 666 (1946). Pages 666-73 of 
this volume contain an excellent analysis by the “Slichter 
Panel” of the changing position of foremen. This panel, 
headed by Professor Sumner Slichter, was established May 
31, 1944, by the National War Labor Board to analyz 
the economic causes of foremen’s unions. Its total report 
and recommendations make a significant contribution t 
understanding the foreman’s problems in modern industry 


26 War Labor Reports 688. 
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These changes in the foreman’s job were the 
natural outgrowth of technological improve- 
ments and of the development of organized 
labor. As the size of enterprises increased, the 
distance between foremen and top manage- 
ment, both physically and organizationally, 
lengthened. New intermediate layers of man- 
agement were added, and management func- 
tions and decisions were centralized at higher 
organizational levels. Moreover, development 
of specialized knowledge and_ techniques 
brought with it a new army of functional staff 
specialists such as production control men, 
time-study men, methods men, quality control 
men, personnel directors, and training direc- 
tors, to whom many supervisory responsibili- 
ties were transferred. The rise of trade unions 
brought into the picture labor relations direc- 
tors, who frequently negotiated contracts with- 
out foreman participation—contracts which 
further restricted the foreman’s freedom in 
dealing with operative employees. 

Actually, of course, no foreman in a modern 
industrial organization ever possessed all the 
qualities necessary to deal efficiently with all 
matters affecting his department. Neverthe- 
less, his management status was changed dras- 
tically by industry's adjustment to techno- 
logical progress—increased size of ‘firms and 
plants, centralized controls and decisions, ex- 
tensive use of staff—and by the development 
of organized labor. 


The Legal Approach 


Ordinarily one would expect that determin- 
ing the foreman’s role in industry is purely a 
management prerogative. Whether foremen 
ire members of management in fact as well 
as in name, or whether they are more akin to 
operative employees, becomes a matter of 
public concern, however, when legislation pre- 
scribes rights or benefits to employees as a 
group distinct from management. 

In 1935, when Section 7 of the National La- 
bor Relations Act extended the right of self- 
bargaining to 


rganization and collective 


employees” in industry in general, legal defi- 


nitions of “employer” and “employee” became 
necessary. Under the National Labor Relations 
Act definitions of “employer” and “employee,” 
foremen could conceivably come under both 
classifications. For example, an unfair labor 
practice by a foreman could be chargeable to 
the employer; yet foremen, as employees, 
could not be discriminated against because of 
union activities. The final decision, conse- 
quently, was left up to the National Labor 
Relations Board. 

In its early decisions, the Board granted full 
protection of the Act to foremen’s unions and 
to foremen participating in union activities. It 
thus considered foremen as “employees” with- 
in the terms of the Act. In 1942, the Board 
held that foremen employed throughout gen- 
eral industry could constitute appropriate 
units for collective bargaining. In 1943, how- 
ever, after a change in Board membership, 
this policy was reversed, and foremen’s unions 
were denied protection of the Act. In 1945, the 
Board once more reversed itself and voted to 
give legal protection to all foremen in exercis- 
ing their right to collective bargaining. On 
appeal, the United States Supreme Court sus- 
tained the Board’s position.° 

Through legislative action, the Labor Man- 
agement Relations Act of 1947 withdrew pro- 
tection of the right of supervisors to organize 
and bargain collectively. Supervisors were ex- 
cluded from the Act's definition of employee, 
and the term “supervisor” was defined sepa- 
rately in Section 2(11). 


men) were classified as members of manage- 


Supervisors (fore- 


ment if they were vested with such genuine 
management prerogatives as the right to hire, 
discharge, discipline, or to effectively recom- 
mend such action. 

Although Section 14(a) clearly grants su- 
pervisors the right to membership in labor 


organizations, it also clearly states the rights 


® The most important decisions concerning the foreman’s 
legal status in regard to collective bargaining are Union 
Collieries Coal Company (1942), 41 NLRB 961; Maryland 
Drydock Company (1943), 49 NLRB 733; Packard Motor 
Car Company (1945), 61 NLRB 4; and Packard Motor Car 
Company v. NLRB (1947), 67 U.S. 789. 
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of employers to refuse to recognize such unions 
for purposes of collective bargaining. The leg- 
islative intent of this provision was clear, and 
the National Labor Relations Board has held 
to this distinction between supervisors and 
employees. The foreman thus is legally defined 
as amember of management. Whether he feels 
this identification psychologically and socially 
is a question of serious concern to management 


again today. 


The Sociological View 


Under the impetus of the pioneering work 
of Elton Mayo and his associates in the 
Hawthorne experiments,’ and the exigencies 
of World War II, sociologists focused their 
attention upon the problems underlying de- 
clining foreman morale. Viewing industrial 
organizations not as logical organizations skill- 
fully engineered for peak efficiency, but rather 
as social systems, they analyzed the position 
and problems of the foreman as products of 
the evolving organizational setting in which he 
is forced to operate. 

Gardner and Whyte labeled the foreman as 
the “man in the middle.”* This designation em- 
phasized the foreman’s unique management 
role as the first level of management, in which 
he is frequently subject to two conflicting sets 
of demands in trying to satisfy both higher 
management and the workers. Roethlisberger 
pointed out that, as a result of his ambiguous 
position, the foreman is forced to become both 
“master and victim of double talk.”” Wray 
characterized the position of the foreman as 
marginal both to the management organiza- 


tion and to the worker groups, particularly in 


bor detailed account of these experiments, see | J 
Roethlisberger and W. ]. Dickson, Management and the 
W orker Cambridge, Mass Harvard University Pres 
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Fritz J. Roethlisberger, “The Foreman: Master and 
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that the foreman plays a minor role in mana- 
gerial decision-making.” 

The upshot of this sociological attention to 
the problems of the foremen was a renewed 
management consciousness of the inherent 
difficulties of the position of the man in the 
middle, and some serious attempts to strength- 
en his management status and identification. 
That this attention was not entirely without 
fruit is indicated by the Opinion Research 
Corporation reports of steady improvement in 
foreman morale between 1946 and 1950. 


FOREMAN TRAINING NOT A 
PANACEA 


A Business Week survey indicates that when 
a company wants to offset the factors con- 
tributing to low foreman morale, it usually sets 
up some form of special training program. It 
is admitted, however, that management has 
not yet developed enough training programs 
or other techniques to make the younger fore- 
men “management men.”'' The Opinion Re- 
search Corporation survey also emphasizes 
the need for foreman training—not necessarily) 
more, but better—to overcome slipping fore- 
man morale.'* 

Although training programs are essential in 
developing foremen into effective managers 
identification with management (the ultimate 
criterion of foreman morale) is an attitude 
that can hardly be “trained into” an individual 
unless he also experiences it in practice. Com- 
panies that find their foreman attitudes toward 
management and unions disturbing should 
therefore not only reappraise their foreman 
training programs, but also investigate the 
management practices from which these nega- 
tive attitudes arise, and which affect foremen. 


Three areas of particular concern are: 


Donald E. Wray, “Marginal Men of Industry: The 
Foremen,” American Journal of Sociology, LIV (January 
1949), pp. 298-301. 

“Foremen Warm Up To Union,” p. 149. 

“News on Foremen: Morale is Down,” pp. 94-95. 
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| The need for a management philosophy, 
professed and practiced among all levels of 
higher management, which sincerely accepts 
foremen into the management group 

| Effective day-to-day interaction among 
managers, through which foremen_partici- 
pate in management via informal consulta- 
tion with their superiors as well as with their 
peers 

{ Programs through which management 
gives formal recognition to foremen’s needs 
for sharing management information, discus- 
sing policy, and participating in decisions 


INDIVIDUALIZED APPROACH 
NEEDED 


All foremen share in common the prob- 
lems, and the frustrations, of the man in the 
middle. Beyond this general identity, how- 
ever, foremen in most firms form a heterogene- 
ous group within which individual members 
differ widely in their needs, goals, and inter- 
ests. A typical firm, in the process of expansion, 
may include a group of “old-timer” foremen, 
with years of experience and steeped in 
company tradition, together with a group of 
younger foremen, many of whom have been 
rather recently promoted from the bargaining 
unit, and are often better educated than their 
superiors. Among the old-timers, security in 
their present position may be a major goal, 
while many of the younger foremen may con- 
sider foremanship as a steppingstone to greater 
management responsibility. Futhermore, the 
old-timer is unlikely to view organized labor 
sympathetically; but the younger foreman, 
perhaps only recently a union member himself, 
may have no qualms about joining a foreman’s 
union as a means of achieving his personal 
goals. 

Finally, the management environment in 
different plants affects foremen’s opportunities 
tor closer identification with management. In 
the small plant, the foreman may be in daily 
personal contact with all levels of plant man- 
igement, including the plant manager; where- 
is in the large plant his contacts are likely to 
be restricted to general foremen and, perhaps, 


divisional superintendents. In the small plant, 
the foreman may be involved regularly in de- 
cisions of plant-wide scope, while such broad 
foreman participation in the management of 
a large plant is more difficult, if not imprac- 
tical. And in the large plant, the foreman may 
find his area of management discretion further 
restricted by a host of staff specialists who give 
expert advice that he is expected to heed, and 
who impose upon him policies and procedures 
that he is expected to follow. 

It is obvious that no one prescription will 
fit all situations. The foreman group in a 
plant at any given time is the product of 
years of foreman-selection practices, training 
programs, and day-to-day experiences as 
operative employees and foremen. A careful 
analysis of the needs of the foremen in a spe- 
cific firm is a prerequisite to planning programs 
for strengthening their morale. But despite 
the dissimilarities among and within foreman 
groups, progressive firms are developing pro- 
grams which serve the basic needs of their 
foremen in finding identification with manage- 
ment. 


THE TAILORED APPROACH: 
EXAMPLES 


The “tailored approach” to dealing with the 
foreman problem is illustrated in the experi- 
ences of several plants, small and large, which 
pursue, with apparent success, a positive poli- 
cy for satisfying the needs of their specific 
foreman groups. 


In the Small Plant 


Plant X is an electrical appliance plant of 
a regional ten-plant firm manufacturing small 
household appliances for the consumer market 
and metal parts for the industrial market. 
Plant X is a relatively small plant, employing 
about 350 operative employees, the majority 
of whom are women. Production operations 
are supervised by seven foremen. Six other 
foremen supervise service functions—receiv- 
ing, inspection, production engineering, tool 
room, maintenance, and shipping. Of the six 
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superintendents reporting to the plant man- 
ager, two supervise production foremen and 
four supervise service foremen. In addition, 
the management group includes a personnel 
manager and an industrial engineer, both re- 
porting to home office staff departments. 

In the words of the vice president of Firm X, 
“Our philosophy of management is consultive 
management.” As a consequence, informal 
consultation is encouraged among all members 
of Plant X management, including foremen. 
In addition, the plant manager has taken posi- 
tive steps to formally include foremen in the 
management group. All foremen participate 
with the other members of management in 
the plant manager's weekly luncheon meeting. 
These meetings are used for general communi- 
cation, formal reports, and the discussion of 
policy and current management problems. 
Frequently, committees selected from this 
group are assigned difficult or controversial 
matters for investigation and recommenda- 
tions. Foremen in Plant X consider these meet- 
ings and committee activities part of their 
management role. 

All foremen and superintendents are rotated 
on the Plant X safety committee. Other typical 
problems handled by committees that include 
foremen are quality review, usage of supplies, 
usage of materials and causes of scrap, and 
usage of electricity and other utilities. In addi- 
tion, foremen are assigned to special commit- 
tees concerned with plant rules, parking and 
trafic problems, and planning and conducting 
management and operative employee social 
affairs. Committee assignments of this nature 
are made by the plant manager with the pri- 
mary motive of getting essential jobs done 
through pooled judgment and common con- 
sent. Nevertheless, as much as competence 
permits, assignments are rotated among all 
foremen in the plant, in order to gain for all of 
them the morale benefits of broad participa- 
tion in management. 

In Plant X there is no question about the 
foreman’s identification with management. He 
experiences this identification, both formally 


and informally, in his daily activities. If neces- 





sary, top management prefers to err on the 
side of too much participation, rather than risk 
the danger of neglecting its foremen in com- 
munication and decision-making, thus weak- 
ening their identification with management. 


In contrast to the broad management par- 
ticipation of foremen in Plant X, foremen play 
a relatively minor role in the management of 
Plant Y, another small plant. Yet the conse- 
quence of Plant Y’s deliberate policy of limited 
foreman participation is high morale rather 
than foreman dissatisfaction. Why the differ- 
ence? Plant Y policy is not one of neglect of 
foremen’s needs, but is the outgrowth of care- 
ful analysis of the needs and interests of the 
specific Plant Y foreman group at a particular 
point in time. 

Plant Y is the home plant of a family-owned 
pharmaceutical firm. The president continues 
the family tradition of demonstrating manage- 
ment’s personal interest in the workers’ wel- 
fare through his visits to the plant, the wide 
program of recreational and educational op- 
portunities for workers, and the maintenance 
of excellent working conditions. As a result, 
Plant Y has good labor relations, a reputation 
of being a “good place to work,” and a record 
of very low labor turnover. 

The 24 Plant Y manufacturing foremen form 
arelatively homogeneous group. They all have 
been promoted from the ranks of operative 
employees within their own departments and 
have little or no experience in other depart- 
ments of the plant. They have little formal 
education, but average over 30 years’ experi- 
ence with the company. Promotion to foreman 
has consistently been from among the old- 
timers in the operative employee group. The 
result is a homogeneous group of foremen in 
terms of age, education, experience, goals, and 
interests. Top management has accurately as- 
sessed the needs of these foremen as security 
and recognition for faithful service. Broad in- 
volvement of Plant Y foremen in committees 
and other means of participation may tend to 


cause frustration, rather than improved mo- 


rale, among the foremen. 
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Recognizing the limited management po- 
tential of its foreman group, top management 
in Plant Y follows a policy of employing tech- 
nically trained college graduates to start at the 
assistant superintendent level, and of provid- 
ing individualized management training for 
its middle and top managers. As long as Plant 
Y continues to select its foremen from among 
old-timer operative employees with limited 
promotion potential, its philosophy of limited 
participation for foremen is likely to remain 
sound management policy. In view of probable 
higher educational levels of recently employed 
workers, however, periodic re-evaluation of 
such a foreman promotion policy seems de- 
sirable. 


In the Large Plant 


It may be argued that foreman identification 
with management is achieved more readily in 
the small plant where there is close contact 
between foremen and other levels of plant 
management, and where foremen can partici- 
pate regularly in discussion and solution of 
problems of plant-wide significance. But in the 
large plant there may be as many as three or 
four levels of middle management separating 
the foreman from the plant manager. In addi- 
tion, staff specialists are available to devote 
full time and attention to matters of policy and 
proce dures concerning plant-wide matters 
Che foreman is likely to be at the far end of a 
long communication chain, with many barriers 
ind filters in between, and his activities are 
limited to the operation of a relatively small 
functional department of a complex produc- 
tion organization. Under such circumstances, 
it becomes more difficult to develop and 
idminister programs through which fore- 
man identification with management can be 
strengthened. But it is precisely under these 
conditions that such programs become vital, 
since these problems of organizational dis- 
tances contribute to the foreman’s feeling of 
isolation, and may cause him to seek identifi- 
cation and security with foreman or worker 


unions. 


Plant Z is an example of a large plant in 
which programs of foreman identification with 
management are not left to chance. Plant Z 
is the home plant of a major producer of fine- 
grade paper, and employs about 3,000 opera- 
tive employees. The paper manufacturing and 
coating operations are continuous over three 
shifts, seven days a week. The finishing depart- 
ments work two or three shifts, as needed. In 
Plant Z there are 24 foremen in paper manufac- 
turing, 24 foremen in coating, and 34 foremen 
in the finishing departments. This foreman 
group is a heterogeneous group, consisting of 
many old-timers with relatively little formal 
education but with years of experience, and 
also of a group of younger, recently promoted, 
foremen. 

Emphasis in Plant Z upon broad foreman 
participation in management decisions and in- 
formation stems from the distinctive manage- 
ment philosophy of the company president. A 
policy of informal consultation with foremen 
is encouraged and generally practiced in Plant 
Z, but foremen are seldom included in com- 
mittee activity. The company has an extensive 
foreman training program, including a plan 
for rotating new foremen for several weeks’ 
observation in other departments of the plant, 
and a 66-hour formal training program sched- 
uled over an extended period. However, the 
key to Plant Z’s program for foreman identifi- 
cation with management is its “management 
conference.” 

The Plant Z management conference is a 
continuing series of regular monthly meetings 
conducted by the training supervisor for over 
200 members of management, including all 
foremen, general foremen, assistant superin- 
tendents, superintendents, and selected man- 
agement people from staff departments. The 
participants meet in groups of about 20 for 
monthly two-hour sessions in which they ex- 
change information and ideas and discuss pro- 
posed personnel policies, procedures, and cur- 
rent problems. Although a top management 
policy board is responsible for determining 
personnel policies, this board refers proposed 
policies to the management conference for 
discussion and recommendations. In addition, 
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the management conference may initiate dis- 
cussion of new policies and procedures, and 
recommend action to the policy board. 

Comments of the participants in these con- 
ferences are carefully kept anonymous, but are 
recorded in detail in minutes, which are dis- 
tributed to members of the policy board and 
members of the management conference. The 
policy board reports back to the management 
conference on action taken on its recommenda- 
tions. 

Special meetings of the management confer- 
ence are called when new information is to 
be disseminated rapidly to the management 
group. On such occasions, all sections of the 
conference will meet within a 24-hour period. 

On the basis of almost ten years successtul 
experience with the management conference 
within individual plants, the president of Firm 
Z also has organized an annual company-wide 
management conference. At this conference, 
members of management, including foremen, 
from all plants of the company meet in small 
groups at a mountain resort to receive informa- 
tion from top management officials, to ex- 
change ideas, and to discuss mutual problems. 
One-half of all management conference per- 
sonnel in each plant are selected each year 
to attend these company wide conferences 
These sessions continue for about three weeks 
every summer, with mixed groups from the 
Varlous plants being alternated in four-day 
SeSSIONS. 

Since half of the management group partici- 
pates each year, the other half is informed on 
conterence proceedings by members of top 
management at special dinner meetings held 
after the summer series of « ompany-w ide con- 
ferences has been completed. 

Pop executives of Plant Z are aware that not 
ll of its heterogeneous group of foremen are 
equally interested in participating to this 
extent in policy formulation and in the dis- 
cussion of management matters. Nevertheless. 
even the old-timer foremen who admittedly 
iave leveled off in their present jobs agree that 
participation in these conferences gives them 


the management recognition and status im- 


portant to them. On the other hand, those 





foremen with promotion potential approach 
these conferences with great enthusiasm, con- 
sidering them opportunities for personal de- 
velopment as well as for broad participation 
in management. In both cases, these confer- 
ences serve to strengthen the foreman’s identi- 


fication with management. 


CONCLUSION 


Among firms that have faced up to their 
foreman problem, have analyzed their own 
peculiar situation, and have developed pro- 
grams of action for improving foreman morale, 
the following conditions seem to be essential 
for strengthening foreman identification ‘with 


management: 


"A management philosophy, professed 
and practiced by the chief executive and 
other members of top management, which 
includes an understanding of the problems 
of foremen, a concern for solving these prob- 
lems, and a sincere interest in building fore- 
men into and making them part of the man- 


agement team 


§ A management atmosphere at middle- 
line management levels and among staff de- 
partment personnel that accepts foremen 
into the management group and encourages 
free informal interaction and_ face-to-face 
communication between foremen and othe1 


members of management 


{ Foreman training programs that realisti- 
cally help foremen develop their manage- 


ment performance and potential 


{ Programs of foreman formal participa- 
tion in management tailored specifically to 
the needs of foremen in a given situation, tak- 
ing into consideration the size of the plant as 
well as the age, education, experience, abili- 
ties, and interests of the foremen themselves. 
Meetings, committees, and conferences can 
play an important part in implementing such 


programs 


Even in plants in which the first three of the 
above conditions are adequately met, formal 
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recognition of the foreman’s management sta- 
tus cannot safely be left to chance. By partici- 
pating systematically in formal programs that 
give them broad management experience, 
foremen gain management prestige among 
their workers, and they may experience the 
psychological and social identification with 
management that is the essence of good fore- 
man morale. 

One human relations authority recently 
described the foreman as the keystone—not 
in management—but in the whole business. 


Through this keystone, higher management 


( 4ONFUCIUS said. 
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THI 


The superior man is easy to serve 
please, for he can be pleased by what is right, and he uses men ac- 
cording to their individual abilities. The inferior man is difficult to 
serve, but easy to ple ase, for you can please him 
without necessarily being right, and when he comes to 
men, ne ae mands perfection.” 

You can put a superior man in an important po- 
ion with large discretionary powers, but you cannot give him a nice 
); you can give an inferior man a nice little job, but you can- 


an important position with great discretionary 


WISDOM OI! 





and operative employees are effectively joined 
together to accomplish the objectives of the 
business.'* Improving foreman morale, there- 
fore, is a challenge and an opportunity which 
deserves management’s serious attention. 
Otherwise, like Achilles’ heel, this one vulner- 
able spot may prove to be the downfall of 
many well-conceived plans, policies, and pro- 


grams. 


Keith Davis, Human Relations in Business (New 


1957), p. 181. 


York: McGraw-Hill Book Company, Inc., 
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The first rule of retailing, says Levitt, is to recognize this vital 
truth: You're not selling widgets; you're buying customers. 
More specifically, you're trying to take care of their needs. 


DLUR-Nadks 


approach 


' . -. . 
to tomorrow s marketing 


THEODORE 


“\veryBopy knows that selling is a tough 

_4 and important’problem. We also know 
that people don't beat a path to the door of the 
man with the better mousetrap, but to the door 
of the man who provides a cluster of value 
satisfactions which people prize or have been 
taught to esteem and want. 

In retailing particularly, where you don't 
deal with expert purchasing agents buying on 
specification, the process of building abiding 
and expanding sales IS Trt h more a matter of 
hbuving customers than it is of selling the prod- 


uct. 


rOP MANAGEMENT'S JOB 


Top management's most important job is to 
inticipate and create its companys future. 
Some recognition of this responsibility is re- 


fected in the increasing presence in large cor- 


LEVITT 


porations of long-range planning departments 
that formalize top management's most vital 
function. However, formalization can produce 
anemia; long-range planning often degenerates 
to just statistical projections: gross national 
product, labor productivity, population, de- 
mand, profitability indexes. While these are 
vital, they usually ignore any consideration of 
the substantially more important and difficult 
problem of what kind of society we will have 
in, say, 20 years. Had the railroads asked them- 
selves this question 40 years ago they might be 
better off today. 

Usually the question is purposely ignored 
But that is ex- 
actly why it’s so important and why it offers 


because it’s so hard to answer. 


an opportunity for prodigious growth and 
profits for the companies that deal with it. 

A company’s success starts and finishes with 
the customer. Unless top management con- 
stantly keeps this knowledge uppermost, it will 
not properly anticipate and create its future. 
And the only way to convert this consciousness 


into a positive and successful program is to 
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take periodic inventories of what is happening 
to the society that both shapes and is shaped 
by consumer tastes and fancies. Such inven- 
tories should become the basis for sound for- 
ward planning regarding the value satisfac- 
tions that the company will offer in the future 
and with which it will help create the future. 
WHY BLUE-SKIES PLANNING 
FAILS 

Some companies recognize the importance 
of anticipating and creating the future. One, 
for example, has established a “Marketing 
Study Group” whose assignmen* is to consider 
long-range ideas and proposals, “without re- 
gard to their immediate profitability.” The 
Group is to consider and recommend policies 
“no matter how radical.” The assignment is 
the kind that corporation people all over the 
country would be overjoyed to get. Indeed it 
is so “blue-skies,” so permissive, that some of 
its recipients don’t appreciate its scope and 
therefore may muff the enviable opportunity 
they ve been given. 

There is one major reason why an assign- 
ment such as this is likely to fail. It is usually 
given to the wrong people. 

Because big issues and possibly new philos- 
ophies of operation are involved, top manage- 
ment gives the assignment to fairly high-level 
executives. But they ‘re weighed down by daily 
duties that call for solid, responsible habits of 
thought and action. They cannot transform 
themselves at a 9:30 meeting into philosophers 
and speculators. Moreover, they usually have 
many years of experience with the company, 
ind their entire training has been in present 
te chniques and methods. It was through these, 
and by their manipulation, that they achieved 
their present eminence. Suddenly they are 
asked to consider chucking their bread and 
butter for something that’s full of uncertainties. 
Consciously or not, they will probably in one 
way or another scuttle the blue-skies intent of 
their assignment, deprecating the novel and 
constantly citing from their long and successful 
experience with the conventional. 

Finally, they don’t want to be made to look 


the fool. Their success has been based on a 
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reputation for solid respectability. Alex F. 
Osborn, a pioneer in brainstorming, quotes a 
corporation vice president’s confession after 
exposure to ten brainstorming sessions: 


‘It was hard to get through my head what you 
were trying to do with us. My 15 years of confer- 
ence after conference in my company have con- 
ditioned me against shooting wild. Almost all of 
us officers rate each other on the basis of judg- 
ment—we are far more apt to look up to the other 
fellow if he makes no mistakes than if he suggests 
lots of ideas. So I’ve always kept myself from 
spouting any suggestions which could be sneered 
at. I wish our people would feel free to shoot 


ideas the way we have been doing in these brain- 
eh 


storm sessions. 
It is no fault of the committee members that 
their blue-skies assignment fails. Their train- 
ing and experience is too particularistic. The 
standard by which they have always been 
judged (and by which they achieved success ) 
does not include the novel, the unusual, the 
highly speculative, or the abstract. 
HOW TO GET BLUE-SKIES 
PLANNING 
If a corporation wants successful blue-skies 
planning it’s up to top management to get it in 
other ways. The best way is to appoint a group 
of carefully selected people who are known for 
their imaginativeness, audacity, and_ their 
broad-gauge interests and competence, re- 
gardless of their positions in the hierarchy. 
This group should then have the right to call 
in as permanent members one or two outside 
consultants—preferably consultants from uni- 
versities rather than from consulting firms. 
Consultants from firms have to make the firm 
look respectable and are expected to make re- 
ports of their progress. Nothing looks worse 
on a progress report than the announcement 
“were batting the assignment around.” And 
that’s exactly what most of the early meetings 
will do. 
The group must be an independent arm of 
top management and its members must have 


' Alex F. Osborn, Applied Imagination: Principles and 
Procedures of Creative Thinking (New York: Charles 
Scribner's Sons, 1953), pp. 304-5. 
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no other responsibilities in the organization. 
They must be free to think and act as they 
please, reporting to one top officer who’s more 
interested in the problem's getting full-time at- 
tention than in getting results tomorrow. Noth- 
ing could be worse than a deadline; if top 
management has confidence in its choice of the 
committee members it will let the committee 
go at its own pace and with a minimum of 
pressure. It will consult with the chairman 
and members not in the formal confines of the 
executive offices, but at lunch. And it will regu- 
larly reassure the committee of a free hand 
and of the top executives’ confidence in its 
capacity. 

When the results finally come, they must go 
directly to the top. After that, and only then, 
should they go down to the department man- 
agers who are now so often appointed to these 
committees. The fact that these managers are 
likely to view the recommendations with mis- 
givings or even fear and aggressive denuncia- 
tion should be recognized, and also be viewed 
as being in large part irrelevant. They are not 
in the best position to judge an audacious out- 
line for the future because they are not ex- 
pected to be audacious themselves. Top 
management is. Indeed, the first thing the cor- 
poration president, or the marketing vice 
president, must learn when he reaches the 
higher levels is to unlearn a lot of the very 
things which put him there. Now he’s got to 
think and act differently. He may not now be 
an elder statesman, but he certainly must be- 
come less of a practical man and more of a 
speculator and dreamer. That will be the major 
part of his function. Since it is his job, he can 


properly evaluate blue-skies proposals. 


THE PRELIMINARIES 

The most common fault of blue-skies com- 
mittees is the failure to provide themselves 
with a framework within which to hold their 


deliberations. For lack of a framework. one 


such committee foundered hopelessly for six 


months, going off in all kinds of directions, con- 
sidering individual suggestions without regard 


to their relationships with each other, and 


generally remaining too concerned with par- 
ticulars. No matter how eagerly it tried, it 
never really got started, never divorced itself 
from the present so it could go imaginatively 
into the future. Each committee member 
vaguely felt something was wrong, and every- 
body became badly demoralized. Finally, top 
management was forced to call a halt and try 
another approach. 

Most corporate committees fail to make solid 
contact with their assignments. The two most 
obvious reasons for this scandalous waste of 
time and energy are: 


e they have not bothered rigidly to define their 


problem and their objectives, and 


e they have not stopped to identify and under- 
stand the ingredients with which theyre 


dealing. 


The Marketing Study Group with its blue- 
skies assignment must first recognize, as I've 
already emphasized, that the company's busi- 
ness is buying customers; and that this involves 
creating new value satisfactions, which means 
recognizing the importance of innovation. 

Second, it must try to understand the ingre- 
dients with which it is and will be dealing. On 
this score its problem is much like that of the 
chemist in his lab. Before he conducts an ex- 
periment he must be thoroughly familiar with 
the components of his experiment. Basically, 
there are two. 


e First, there are the “external” conditions of 
the experiment: lab temperature, atmos- 
pheric pressure, dimensions, and design of 


his equipment, etc. 


e Second, there are the “internal” conditions: 
the various chemicals that are to be mixed, 
their properties, etc. 


The Study Group’s equivalents of these are 
equally important. Its “external” conditions 
are those of the society within which the com- 
pany can be expected to operate in the future. 
That is, the society’s values, its technology, its 
arts, its tastes, its needs, its problems. Its “in- 
ternal” conditions are the people of that so- 
ciety: their motives, their aspirations, their re- 
actions under given stimuli, the way they can 
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be taught and manipulated, the way they are 
being manipulated by “external” conditions, 
and so forth. 

The committee must have a clear conception 
of its task and a chemist’s understanding of his 
materials. This means a great deal of ground- 
work must precede any consideration of actual 
marketing proposals. This is where responsible 
managers serving on the committee are likely 
to become impatient. They want solid work, 
not abstractions. But obviously the committee 
has to find the context for its work. An outline 
for this context—regardless of the company or 
industry in question—is our next topic of dis- 
cussion. 


A CONTEAT FOR THRE FUTURE 

Let us confine our consideration to busi- 
nesses addressing themselves to final consum- 
ers rather than to the intermediate fabricators. 

Success in anticipating the future needs and 
responses of the consumer, and therefore in 
hel 


helping to create his needs and wants, involves 


two things: 


| Understanding the shape and direction 
of our society, how it is being formed 
and modified by the forces to which it 
responds, and the forces it is constantly 
generating 


bo 


Understanding the hidden and obvious 
motivations, aspirations, and needs of 
the consumer, the direction in which 
these seem to be developing, and how 
they both respond to and create the so- 


society which they compose 


Knowing clearly where our society is and 
ere it is heading provides an important basis 
tor judging the appropriateness of any plan for 
the future. Know ing what the consumer essen- 
ily seems to want and what he seems to be 
‘gestible to provides an important basis for 
dging not only the appropriateness of a plan 
uit also its feasibility. Most important, know- 
ng these things, the committee is in a position 


] 


to consider how to create new customers by 


discovering what the consumers can be taught 
to want. 

That done, all else is easier; instead of being, 
as most companies are, imitators, it will be an 
innovator. And the history of really dramatic 
company growth and prodigious profits is a his- 
tory of innovation. The purpose of every enter- 
prise ought to be to achieve some sort of 
monopoly on products or methods, however 
temporary it may be. 

What are the characteristics of the society 
and the consumer that weave the context for 
blue-skies considerations? 


The Social Context 


Society is undergoing explosive changes in 
some very significant ways. The trick is to rec- 
ognize what these changes are; how they are 
being shaped and responded to; and how they 
are and can be taken advantage of on the com- 
mercial front. Such things as suburbanization, 
casnalness and informality, convenience and 
simplicity-oriented behavior, the desire for ef- 
ficiency and speed in all areas of activity, the 
extension of leisure, security-orientation, the 
upgrading of taste, perpetual prosperity—all 
these have inescapable significance for any 
company s future plans. Let’s look at a few of 
these and suggest what they mean for mer- 
chandising. 


Taste. Our society's taste is being remade by 
the arbiters of fad and fancy. And it’s not just 
a matter of women’s fashions. It is significant 
that industrial designers have suddenly 
emerged as important men in corporatedom. 
We don't just put a new product into a corru- 
gated box and expect people to buy it because 
it's good. When we merchandise it, the first 
step is design, of both the product and the 
box. And although the principles of modern 
design are extreme, people like them despite 
a professed ignorance of or revulsion at so- 
called modern art. Industrial designers are 
adopting the techniques and principles of cu- 
bist artists such as Picasso. 

Likewise architects are suddenly in huge 
demand. People want them to express tastes 
which they themselves can’t but which they 
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are convinced will be appreciated by those 
who judge them. Thus architects’ dreams be- 
come the tastes of the multitudes. Meanwhile 
Life and Time magazines nurture taste, regu- 
larly submitting their allegedly materialistic 
readers to art. 

While some industries are responding to 
this revolution in taste with relish, others like 
gasoline retailing have hardly lifted a finger. 
The symptoms of change are all around us. 
What kind of house is being designed today— 
Victorian or California split level? What’s the 
rising vogue in furniture, Grand Rapids tra- 
ditional or Paul McCobb? And who’s design- 
ing the reception rooms and lobbies of even 
the most unemancipated corporations, the 
building superintendent or Lippincott & 
Margulies? Why fancy and expensive lobbies 
in the first place? Because top management 
thinks that they give the company the dignity, 
warmth, and modernness that people like? 
Reasonably, if this is so there might be some 
merit in impressing people with the same sorts 
of stimuli in other areas where the company 
deals with the public. What does contempo- 
rary taste demand, why, where does it come 
from, how is it developing, where is it going, 
what's its significance to your company? 

Leisure. The demand for it is obvious. We're 
overthrowing the old Puritan dictum that idle 
hands make mischief. Because the Puritan in- 
fluence still remains, we talk about “active” 
leisure, rather than pure leisure. The “active” 
disassociates leisure from the guilt-loaded idea 
of loafing. Meanwhile, the workweek gets 
shorter and people spend more of their new 
leisure spending their money. A few hard- 
pressed or driving individuals become moon- 
lic hters, but they are an unreconstructed mi- 
nority. 

The quest for leisure has two important con- 


sequences: 


1 It results in people’s being less serious about 
things, more casual, more easily swayed by adver- 
tising themes that are light-hearted, gay, and 
have a “fun” motif. It also means that they are 
more likely to respond to provocative, colorful 
packaging and design and to retail outlets that 


have a festive atmosphere. 








2 It means that forms of retailing like gasoline 


service station operation, which depend so 
heavily on dealers who usually work 60 or more 
hours a week, are going to have increasing diffi- 
culty finding dealers. They want more leisure too. 
What marketing changes does this suggest? 


Anxieties. However much they may love lei- 
sure and an easygoing life, all over the world 
people are becoming more worried, more pre- 
occupied with problems, more frustrated, 
more uneasy. We live in a world of polarized 
ideologies, a world which is likely to remain 
polarized for a long time. There is the constant 
radio and newspaper reminder that we are 
on the edge of danger. 

In the meantime, the cake of custom 
crumbles. The family group is being dispersed, 
the children increasingly moving away from 
the old home town, and the old folks living 
alone and often baby-sitting for strangers 
rather than for their own grandchildren; mi- 
nority groups are losing their identities; with 
rapid and better-developed transportation we 
have less direct person-to-person dependence 
on each other, with a consequently more im- 
personal society. At the same time, improved 
communication and advertising are creating 
more wants than most people can a“ord to 
buy, and people develop a corrosive uneasiness 
about their frustrated wants. All this means 
vast changes in society, in people’s needs, and 
very particularly in the kinds of encompass- 
ing products and company images to which 
consumers will respond. It means that mer- 
chandising has new opportunities and new 
problems. And both promise to get bigger. 
Successful merchandising must create psycho- 
logical reassurances whenever it presents its 
product to the public. It can do this through 
design, appearance, advertising, and the right 
kind of direct selling devices. These must de- 
velop delicacy, invitation, and deliverance 
from anxiety. In short, the seller has to create 
a comforting commercial womb to which the 
unwary consumer will want to return. 

Simplicity and Convenience. The desire for 
simplifying things is terrific, and it has great 
significance for every seller. Simplicity and 
convenience devices already have been very 
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successful in luring customers. In the automo- 
bile we see it in the automatic transmission 
and all kinds of power gadgets. We see it in 
supermarkets, both in the idea of a super- 
market and in its layout. And in housing we 
find that people who don’t very much care for 
modern design still take the modern over the 
Victorian house because it’s easier to maintain. 
Then look at suburban shopping centers, with 
their parking convenience; the final banish- 
ment of the potato bin in the grocery store; 
the popularity of drive-in movies; the trend 
toward push-button controls; and the triumph 
of zippers over buttons. 


Certainly some of these devices are dictated 
by economics, like piggy-back trucking. Some 
are in part dictated by manpower problems, 
like dime-store supermarkets. But all reflect 
and help establish the pattern of simplicity and 
ease in our lives. What can the creator of the 
future do to anticipate and create more of 
these to the advantage of his company? How 
can the way in which the product is sold—not 
just how it’s made and packaged—capitalize on 
simplicity and convenience? 

Speed of Service. In a way simplicity and 
speed of service are much alike; and in some 
cases they are combined into a single positive 
merchandising attribute. This combination re- 
sults partly from the fact that modern tech- 
nology enables us to move more rapidly and 
partly from the fact that we are taught at 
home and at work how to save time by being 
more efficient. We become time-conscious. 
Because we place a premium on leisure, we 
are conscious of any needless subtraction from 
leisure. In shopping, for instance, many people 
substitute the telephone for the car as a shop- 
ping aid. They simply call the store and leave 
an order to be delivered. In the repair and 
maintenance industries the desire for speed 
may mean the substitution of huge mass- 
production repair centers that give fast, free 
pick-up and delivery service for numerous 
small, conveniently located shops. The speed 
and convenience of the telephone would re- 
place the lesser speed and convenience of 
many handy repair stations. 


Impersonality. There is a growing reduction 
of direct face-to-face relationships in com- 
mercial transactions. The vending machine, 
which doesn’t talk with you, and certainly 
doesn’t talk back, is the ultimate example—so 
far. 

The supermarket is a less spectacular ex- 
ample. Now even the kindly old butcher is 
gone from the supermarket. It used to be 
argued that he would always remain because 
meat was one thing the housewife wanted to 
thoroughly examine and even to handle before 
buying. It was one of the last supermarket 
items in connection with which she could 
maintain her domestic self-respect. Showing 
great care in meat selection, doing some hag- 
gling—these were the ways she showed her 
friends, and more especially herself, that she 
was the guardian of her family’s welfare. But, 
alas, the butcher has gone back into the cutting 
room. Actually, many young housewives don't 
want a butcher around. They didn't learn from 
their mothers about meats, cuts, and quality, 
and they don’t want a butcher around because 
they don’t want to expose their ignorance. 

Indeed, close personalization and friendli- 
ness, instead of being commercial virtues, are 
becoming commercial vices. At most, people 
want simple, courteous, businesslike compe- 
tence. They don’t want the merchant to ask 
“How's the family?” because they know he 
doesn't know the family. They can quickly 
recognize a fake, and they have learned to 
make decisions without a fawning salesman 
making all kinds of practiced fuss over them. 
Thus one large supermarket chain which had 
proudly trained its employees to be “friendly” 
recently discovered through depth interviews 
that its customers viewed them as being 
“nosy.” 

These few examples of our changed and 
changing environment are only faint traces 
of the prodigious changes that lie ahead. 
Happily, they show something of how auda- 
cious and imaginative forward planning can 
modify a company’s products and its whole 
collection of merchandising techniques in 
ways that will reap great growth and profits. 
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The company that sees and acts upon these 
changes is not simply in the position of stand- 
ing ready for them but actually of helping 
make and direct them. That’s where the really 


enormous return lies. 


The Customer Context 

We have seen something of how the con- 
sumer or human context is being shaped and 
how it, in turn, shapes society. But there's lots 
more to it. 

Motivation research, as everybody knows or 
ought to know, has taught us a great many 
mysterious and wonderful things about homo 
customerus. We know that logic is a very 
minor aspect of his nature, that most of his 
decisions and choices are very deeply influ- 
enced by irrational things. For example, we 
know that instant coffee didn't sell so long as 
advertising merely demonstrated its ease and 
convenience, but that it did sell when the ads 
showed a contented husband drinking the 
stuff. The convenience and ease were obvious, 
but also gave rise to hidden guilt feelings. We 
know that safety or convenience or speed 
didn't sell air travel as well as the statement 
to the wife that it would “get him home to her 
sooner. With her approval he would feel no 
posthumous guilt 

We know that although women said they 
wanted bigger kitchen.ranges they refused to 
uy them. When the same small ones were 
designed simply to look bigger they sold rap- 
dly. We know that the low-priced can with a 


hig car door-slam ordinarily sells better than 





he low-priced car with a weak-sounding slam 
but perhaps a better latch 

People do strange things, and can be made 
to do even stranger things, provided, as Ernest 
Dichter points out, you find the psychological 
hook They follow maniacs like Hitler as if 
they were sheep; for a few short weeks they 
nearly made General MacArthur a_ god: 
teen-age girls undergo deep emotional experi- 
ences when they watch Elvis perform. Women 
writhe with disgust to see African tribeswomen 
with rings in their noses but collectively 
spe nd millions of dollars each yeal for eCar- 


rings, bracelets, and other emancipated equiv- 


alents; and the rest of us insist on smoking 
tobacco although we may fear that it stimu- 
lates cancer and are convinced that it does no 
real good. 

Long-range planning must do what plan- 
ning for today can do only indifferently well: 
It must discover the psychological hook. It 
must learn what the psychological function 
and overtones of its product are, and how these 
fit into the social system and the inner lives of 
people. 

The way a product is designed and mer- 
chandised depends on many things, the most 
immediately important being its place on the 
continuum of need. For example, if it's an 
item like cigarettes it must be marketed dif- 
ferently from a lawn mower. Aside from being 
nonessential, the cigarette choice tends to be 
more impulsive. It’s cheaper, it has no dura- 
bility, and it competes with many other 
brands. Hence the package must have eye- 
catching distinctiveness. But whose eye: a 
man’s, a woman's, a teen-ager’s, a factory la- 
borers, an executive's, a white-collar worker's? 
Is there anything that might appeal to the vast 
“middle-majority ? Since the choice is impul- 
sive, you want to make the product so familiar 
that its name is fixed in the smoker's mind. 
You want to mesmerize him with jingles and 
gay tunes, so that when he approaches the 
counter he will hypnotically “call for Philip 
Morris,’ or “sound off for Chesterfields.” But 
you can't do that with lawn mowers. The whole 
process is more matter of fact. Among other 
things, lawn mowers involve all kinds of pres- 
tige symbols, particularly these days when 
young couples are out on their suburban lawns 
on Saturday mornings mentally ranking each 


other's garden equipment and summer foliage. 


Similarly, when you sell a phantom product 
like gasoline, which people do not see and 
feel, and cannot taste, compare, or adequately 
test, rather than trying to sell the actual prod- 
uct—gasoline—you are compelled to sell the 
company and the ways and conditions unde 
which the product is sold. But even this prin- 
ciple applies to other fields. Indeed, that’s what 
brand-name promotion and so-called fair-price 
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legislation is all about. You are selling the com- 
pany s reputation, not its product. 


The subtle ins and outs of human motiva- 
tions are fascinating to observe. Take the auto- 
mobile. Its purpose is obviously to provide 
transportation. But the manufacturer who 
makes a better car at lower prices and with 
lower upkeep costs can't sell his car on those 
claims alone. The car is a complex symbol. It 
lends and shows status; it extends people's 
life boundaries by giving them freedom; it 
gives them a feeling of pride, skill, and mas- 
tery; it bestows a sense of power for owning 

real” property; it gives real proof that the 
ywner has adult prerogatives and capabilities; 
it is used to bring its owner vicarious superi- 
ity by giving more mileage, or by being the 
newest or the most unusual: it communicates 
the owners style and taste: it celebrates im- 


portant personal changes like getting married, 


fom) 


getting a promotion, and coming of age; and 


} 


used to express aggression through in- 


rest in horsepower, acceleration, speed 


Cars have personalities. People will not buy 

i car which they feel does not express the per- 
nality they have or want. Thus the Cadillac 

1 status car, but some people don't want it 

se it seems to indicate that they re pre- 
nding to be something they re not. Betore 
the “Forward Look,” at least, Chrysler was 
thought of as a family car for carrying the 
rood around in comfort. Buick is the car of 
mobile and successful people interested in 
hieving even higher social status. That’s also 
the image Edsel is trying to promote. DeSoto 
Is a conservative car, appropriate to settled 


middle-aged or retired. In the past 


people 


Dodge was viewed as sturdy, solid, and de- 


pendablk 


1 


Chevrolet is viewed as a very good solid buy, 


, with lew operating cost. And while 
it doesn't have the animation that’s associated 
vith the Ford. The Ford has a reputation for 
speed, flexibility, and durability; it has a strong 
appe al to young people. 

If you are an automobile manufacturer plan- 
ning for the future, what personality should 
you emphasize in the car's design and promo- 


t 


tion? How can your car appeal to people with 


different temperaments at the same time? Is 
there any personality not represented in to- 
day’s line of cars that you might try to exploit? 
But more important, what will be the appeal- 
ing car images of the future? Which can you 
help make and capitalize on and how? 


TOP MANAGEMENT AND 
PLANNING AHEAD 


From this sample of the context for long-run 
product and merchandising planning it is 
pretty obvious that it’s not a very good job 
for people who are experienced, trained, and 
weighed down by day-to-day operating re- 
sponsibilities. They can’t easily think in these 
abstractions because they are doers. That's 
what “executive” means: One who executes. 

But executes what? Obviously there must be 
a plan, and the plan which brings about suc- 
cessful and profitable innovation takes imagi- 
native audacity. Only top management has the 
authority to approve plans for the distant fu- 
ture, and only it has the tizne and responsibility 
to deal that far ahead. But, perhaps more 
practically, only top management can afford 
to be visionary. Everybody below the very 
highest corporate rungs must keep his nose 
close to the operating grindstone if there is to 
be a corporation to execute the plan when the 
future arrives. 

A final word about the relation of the fu- 
ture to the present. Departing from the time- 
proven product and merchandising formulas 
of today is risky business. For this reason, of 
course, innovationist effort tends to be slow- 
moving, cautious, and not very widespread. 
Capitalism’s unique characteristic is that it 
launches capital on enterprises under condi- 
tions of great economic and personal freedom. 
Successful capitalism requires entrepreneur- 
ship—that is, risk-taking. Yet most corporations 
tend to be headed by managers, not entrepre- 
neurs. Entrepreneurs create, managers exe- 
cute; and this often produces great intracor- 
porational strains. The entrepreneur wants to 
create, a process that necessarily brings about 
changes. The manager, on the other hand, 
wants to make things as they are run smoothly 
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and efficiently—in short, to insure the vigorous 
survival of the present order. Neither party 
can completely have his own way. However, 
the manager must ultimately yield to the entre- 
preneur, because entrepreneurship is the se- 
cret of capitalist success. Entrepreneurship is 
creativeness. It abhors sacred cows as nature 
abhors a vacuum. It is always creating obso- 
lescence of something. It is engaged in what 
Joseph Schumpeter called “creative destruc- 
tion.” 

Being willing to destroy the old is at the 
heart of innovation and is the means to enor- 
mous profits. Alfred Sloan’s inspirational in- 
troduction of the annual automobile model 
change demonstrates the value of creative de- 
struction. When General Wood grafted the 
retail store to Sears Roebuck’s thriving mail- 
order business, many pundits predicted an 
early end to the company because it was 
spreading itself thin. But Wood anticipated 
the changes the automobile would make in 
rural living habits and tastes. And so while 
nearly everybody else barely survived the 


Great Depression, Sears thrived. 


Creative destruction is a useful motto, not 
simply because it sounds vigorous, but because 
it creates a disposition for audacity. Its con- 
stant quest is to create progress through obso- 
lescence. Bernard Kilgor, president of the Wall 
Street Journal, has described the situation with 


his usual clarity’: 


“Obsolescence is a fact, and not a theory 
Old communities will modernize or die. So will 
old industries. 


“The real challenge in all this is the oppor- 


* Bernard Kilgor, “Business Tomorrow: A Long Range 
Look at Its Prospects and Problems,” in Changing Pat- 
terns in Distribution (Marketing Series No. 83: New 
York: American Management Association, 1952), p. 21 












tunity of one of the new frontiers of the future 
that does not look like a frontier at all. It is the 
opportunity to tear down and rebuild in a new 
pattern a very large segment of America that 
we today are likely to regard as “already built.’ ” 


The attitude of creative destruction can only 
be incubated and preserved if a company's 
highest officials create for their company a 
permissive atmosphere for audacious experi- 
mentation. And they must be willing to make 
mistakes. Lawrence Appley has summarized 
the point neatly’: 


“An entire organization will reflect top man- 
agement’s basic attitude toward the making of 
mistakes. If top management is intent upon 
making real progress, it has certainly learned 
that progress entails a certain amount of error. 
That attitude is essential to a dynamic, hard- 
hitting, high-moraled, and successful organiza- 


tion.” 


But in accepting and fostering the attitude 
of creative destruction, top management must 
also recognize the setting in which the attitude 
is to govern. There must be a closely reasoned 
context. And no matter what may be involved 
in the organizational interval between the 
chief executive and the ultimate consumer, in 
the end the most relevant context is that of 
society and the customer. Unless these are 
studied and understood, and unless everything 
that is done is fitted into the scheme that they 
imply, planning for the future will be essen- 
tially sterile. The planners will operate in a 
luminous fog, depending on outmoded max- 
ims, generalizing from particularistic experi- 
ences, and usually ending up with some sort 
of ceremonial affirmation of the present. In- 
ertia will have won. 


‘Lawrence A. Appley, Management in Action (New 
York: American Management Association, 1956), p. 41 
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Getting Inflation 


ARTHUR R. UPGREN 


W ARS, of course, do produce inflation. In 


military authorities are certain to take over 


wars, and especially in total wars, the 


such a large proportion of all available re- 
sources, including manpower, that goods for 
civilians become scarce. Given the fact that 
wars also produce deficit financing, a rapidly 
increasing money supply, and enlarged money 
incomes, the result is inevitably a severe infla- 
tion. 

rl 


or less in proportion to the size of the war. The 


\us, in all our wars, prices have risen more 


Napoleonic wars produced very marked price 
increases the world over. In the Civil War, 
prices in the United States rose substantially, 
largely as a result of the issuance of greenbacks 
in large amounts. It has been said that William 
Randolph Hearst purposely used his journal- 
ism to produce the Spanish-American War, in 
order to move prices up from the extremely 
low levels reached by the mid-1890’s. World 
War I was on a still larger scale, and the whole- 
sale price level accordingly rose from a base of 
100 in 1913 to a peak of 247 in May, 1920. 
World War II, far more “total” in character 
ind involving enormous commitments, pro- 
duced another marked rise in prices. Because 
ettective price controls and rationing were in- 
troduced in the United States, we must credit 
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into 


Focus 


the sharp price rise through mid-1948 to the 
release of the “suppressed inflation” of the war 
years, 1941-45. In our later, more detailed ex- 


The purpose of this article is to describe 
the extent of the inflation that has occurred 
in the United States since the end of World 
War Il, and, in a more general way, the 
extent of inflation in the 130 years before 
that war. A second purpose is to explain the 
theory that best defines the forces which 
produced the inflation of 1956-57. We shall 
find that inflation, best defined simply as 
rising prices, has not been so “creeping,” or 
even so widespread and intense as one 
might believe from current economic dis- 


cussions. 


amination of inflation since 1945, we shall as- 
sume that the rise in prices in the United States 
until 1948 was directly the result of wartime 
finance and the postwar release of price con- 
trols. 

Peacetime periods as a rule do not produce 
inflation. As Figure 1 shows, the long peace- 
time history of prices, at least wholesale prices 
of commodities, is not, except in very short 
periods, a record of inflation. From the end of 
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The History of Wholesale Prices 
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the Napoleonic wars, including our War of 
1812, up to the outbreak of the Civil War in 
1861, wholesale prices fell. This is a 46-year 
period of declining wholesale prices; the cost 
of living declined as well. After the termina- 
tion of the Civil War in 1865, prices fell 
drastically until 1896. Then comes the only 
sustained period of peacetime price rises in the 
economic history of the United States, the 15 
years from 1898 to 1913, during which whole- 
sale prices and the cost of living rose con- 
tinually. This was probably not the result of 
the medium-sized Spanish-American War, but 
rather the result of the introduction of the 
cyanide process of extracting gold, which in- 
creased the world’s annual gold production 
several times over during this 15-year period. 
This additional gold rapidly enlarged the 
monetary reserve base of our banking system, 
permitting the expansion of prices from 1898 
to 1913. These were the years when the three 
letters known to everyone managing a purse 
were “H.C.L.”—standing for the “High Cost of 
Living’ (though sometimes put down as 
“C.H.L.,” or the “Cost of High Living”). 

If we leave wars out of the reckoning and 
recall that the prices referred to here were the 
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wholesale prices of commodities, we can sum 
up by saying that, in the peacetime periods 
from 1815 until the end of World War II, we 
had generally declining wholesale prices, and 
15 years of rising prices. In fact, as nearly as 
we can reckon over so long a period, the 
wholesale price level for all commodities was 
no higher in 1940 than it was in 1840. 

It is true that there were short-term periods 
of rising prices. This was the case in the paper 
money expansion of the 1830's, in the railroad 
boom of the early 1880's, and in the only partly 
successful attempt after 1933 to raise prices 
from the 1930 depression lows. 

We do not have such good records for the 
cost of living or for consumer prices. But the 
cost-of-living trend from 1866 to 1896 and 
again from 1920 through 1939 was downward. 
In more recent decades, the rise in the cost of 
living has probably been as much a result of 
the growing reliance on a wide variety of 
services and of the qualitative improvement of 
household equipment as of an inflationary bias 
in the economy. Certainly, however, wartime 
periods excluded, more of our troubles in 
American economic history have been the con- 
sequences of deflation than of inflation. 
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THE RECORD OF INFLATION 
SINCE 1945 


The record of prices since World War II is 
given in Table 1. We observe that from 1945 to 
1948 consumer prices rose by about one-third 
and wholesale prices rose by about one-half. 
This represents the immediate postwar jump 
in prices resulting from the release of the infla- 
tion “suppressed” by controls during the war. 

Thus we are most interested in the record 
of prices since 1948. Here are the peacetime 
years relevant to our inquiry. For those who 
are ever hopeful of “predictions” we may sug- 
gest that if war comes inflation will follow. 
But what happens in peace? What theory will 
best explain the price movements in these 
years (excluding the war year from mid-1950 
to March, 1951)? 

From the figures in Table 1 we see that the 
first peak in consumer prices was reached in 
August, 1948, when the index stood at 104.4. 
Over the next 18 months the index fell by 4 
per cent to 100.4 in February, 1950. This 4 per 
cent decline is of great significance to the the- 
ory of what has determined prices in the post- 
war years; it has been overlooked by those who 
suggest we have had “creeping inflation.” Far 
from being in the ambulatory state called 

creeping, prices have moved more by spasms 
than by crawls. 

The decline in prices is easily explained by 
the record of business investment. From the 
fourth quarter of 1948 to the fourth quarter 
of 1949, gross national product (GNP) de- 
clined by $9 billion. In this same period of 12 
months, business investment in nonresidential 
construction, plant and equipment, and inven- 
tories declined by $15 billion; net foreign in- 
vestment declined an additional $3 billion. 
The total drop amounted to $18 billion. If we 
had applied the economic textbooks’ accepted 
theory of the “multiplier” to the decline in 
business investment alone, we might have ex- 
pected a drop of two or three times $18 billion 
in gross national product. Only through wise 
federal policies of tax reduction, encourage- 
ment to housebuilding, and easier credit were 


we able to hold the decline in GNP to only $9 
billion. 
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TABLE | 

The Record of Prices 

1947-49 = 100 

Consumer Wholesale 

Year Prices Prices 
1945 76.9 68.8 
1948 102.8 104.4 

1948 August 104.4 106.2 
1949 101.8 99.2 
1950 102.8 103.1 

1950 February 100.4 97.7 
1951 111.0 114.8 

1951 March 110.4 116.5 
1952 113.5 111.6 
1953 114.4 110.1 
1954 114.8 110.3 
1955 114.5 110.7 
1956 116.1 114.3 

1956 March 114.7 112.8 

1957 January 118.2 116.9 

1957 August 121.0 118.4 

1957 September 121.1 118.0 

1957 October 121.1 117.8 


Source: U.S. Bureau of Labor Statistics. 


Nevertheless, during this year the total de- 
cline in business investment in inventories was 
$11 billion, a fact that explains the price de- 
cline of 4 per cent in consumers’ prices. Fur- 
thermore, it explains the 6% per cent decline 
in wholesale prices. As we shall see when the 
process is reversed, prices rise about as easily 
when business investment is booming as they 
decline when business investment is falling. 

Moving forward on the calendar of prices 
shown in Table 1, we observe that with the 
outbreak of the Korean conflict on June 26, 
1950, prices rose sharply and continued rising 
until 1952. From the low point of 100.4 in 
February, 1950, prices rose to an average of 
113.5 for 1952. This level was reached by 
June, 1952—the rise of prices resulting from 
the Korean War took place within two years. 
In fact three-fourths of the increase in prices 
took place in the short space of the nine 
months following June, 1950. The arrest of this 
inflation in March, 1951, was a heroic action, 
and the lifting of taxes to balance the budget, 
a bipartisan effort, is of great credit to the 
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economic understanding of the people of the 
United States. Indeed, total taxes rose to an 
annual level of 50 per cent above the peak 
level of federal taxation during World War II, 
and covered the full outlays of the federal gov- 
ernment. By contrast, in World War I .taxes 
produced only one-third of the federal outlays, 
and the ratio was lifted to only 46 per cent in 
World War II. 


Business Horizons 


Let us now turn to the price record from 


1951 to the present time. These seven years 


fall naturally into two periods. 


First, there is the five-year period from 
March, 1951, to March, 1956, which for 
stability of prices has few parallels in our 
history. Only in the first of these five years 
did the consumer price index vary by more 
than one-third of 1 per cent. In fact, whole- 
sale prices had reached 116.5 in March, 
1951, a level not equalled again for almost 
six years, or until January, 1957. Obviously, 
despite opinion to the contrary, we are not 
dealing with “creeping inflation” in the peri- 
od from 1948 to early 1956. And this period 
spans most of the peacetime years, since the 
price effects of World War II had largely 
worked themselves out by 1948. 


During the 18 months from March, 1956, to 
September, 1957, both wholesale and retail 
prices did consistently rise, but this short 
period of inflationary pressures now clearly 
promises to come to a close. Its termination 
once more suggests that our inflation has not 
been of a creeping character. In fact, the 
price decline of 1948-49 was two-thirds as 
great as the most recent rise in prices. If we 
consider wholesale prices only, the last up- 
ward flurry has been of precisely the same 
magnitude as the decline in wholesale prices 
in 1948-49 and 1951-53. 

In these 18 months the cost of living rose 
5% per cent. Was this as serious an inflation 
of prices as the current discussions of the 
period suggest? The answer must be strong- 
ly in the negative. 

The cause of this rise in prices clearly can 
be found in the standard explanation of 
business booms. In 1956 and in the first three 









quarters of 1957, business investment in new 
plant facilities rose by 28 per cent, or by 
$8.5 billion. Until the tight money policy 
produced a halt, the capital goods boom led 
to an expansion of bank credit with infla- 
tionary consequences. As new plants were 
being built, incomes of high-wage earners in 
all the industries producing the plants were 
greatly enlarged. Personal income in the 
United States, which had remained station- 
ary in 1954, increased $40 billion from the 
beginning of 1955 to the third quarter of 
1957. It is personal income that declined 
moderately from September to December 
of 1957, and which will probably decline 
well into 1958. 

Bank credit was increased in the first half 
of this period of great expansion of business 
investment in new plant facilities. Incomes 
of all groups participating in the work of 
plant construction and the production of 
materials therefor were increased through- 
out the entire period. However, supplies of 
additional goods produced by new plants do 
not flow forth until the plants are entirely 
finished. The switch of an electrical generat- 
ing plant that has just been built can be 
thrown only after its construction is fully 
completed. 

Thus from January, 1955, through the 
first three quarters of 1957, incomes in- 
creased, bank credit was enlarged, and then 
the velocity of circulation of the enlarged 
bank deposits increased—all without a com- 
mensurate increase in the supplies of goods 
and services from the plants. In short, money 
incomes rose faster than supplies of goods. 
The result was the 5% per cent increase in 
prices in the year-and-a-half period from 
March, 1956, to September, 1957. 

Now the capacity of the completed plants 
is higher, although neither bank credit nor 
personal income is increasing. With larger 
supplies of goods and nearly stationary in- 
comes and bank credit, lower prices are to be 
expected. Certainly supplies are now larger 
and the prices weaker for products which, 
according to the Paley Commission report, 
were very scarce six years ago. Copper, 









aluminum, lead, zinc, and steel are in abun- 
dant supply. The same is true for steel, 
where excess capacity rather than excess 
supplies is evident. Paper, pulp, lumber, ply- 
wood, and labor were not in short supply as 
1957 closed and 1958 opened. Treasury 
Secretary George M. Humphrey, testifying 
on inflation before the Byrd Committee in 
the summer of 1957, was hard pressed to 
name goods in short supply. His leading ex- 
ample was steel pipe. 

Consumers seem intuitively aware that 
we have not had a prospect of steady creep- 
ing inflation or any other kind of inflation 
during the past two years. If an inflation 
threatened in a serious way, incomes would 
be spent, not saved; goods would be bought 
(especially new houses and automobiles— 
the most desirable assets of all at the out- 
break of World War IT). 

Yet the consumer, high in economic in- 
telligence not always shared by professional 
worriers over inflation, has in the past two 
years increased savings moderately, has re- 
duced his rate of entry into debt, and has 
bought about 25 per cent fewer automobiles 
and about 25 per cent fewer houses. The 
decline in housing starts might be explained 
in part by tight money, but consumer in- 
stalment credit has been amply available for 
the purchase of new automobiles. 


THE CAUSES OF POST-WORLD 
WAR II PRICE FLUCTUATIONS 


The causes of inflation of prices in the years 
since the end of World War II are ordinarily 
thought to be “deficit spending” by govern- 
ment, high levels of government expenditures 
even when the budget is in balance, persistent 
increases in wages, and the investment ex- 
penditure boom by business. 

Deficit spending will hardly serve as an 
explanation of inflation. In 1947 and 1948, 
when a postwar inflation of some 30 per cent 
occurred, the budget showed substantial sur- 
pluses. In 1949 a deficit occurred, but in this 
year there was deflation, not inflation. If we 
omit the period of the Korean War, there was 
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a substantial budget deficit in 1953 without in- 
flation; and in 1956 and 1957, years of moder- 
ate inflation, the budget has been in surplus. 
Thus, deficit spending appears to have oc- 
curred in periods of deflation, and surplus 
spending in periods of inflation. 

The key to an understanding of the paradox 
is that it has been private deficit spending that 
has determined the outcome for prices. When 
private indebtedness increases substantially, 
there is a likelihood of inflation. When private 
indebtedness ceases to expand substantially, 
economic decline and deflation are in prospect. 
If we are to keep all available resources fully 
employed, the required annual rate of growth 
in indebtedness is, at present, about $35 billion 
a year. Fortunately, because in postwar years 
this increase has been primarily on private 
accounts (the federal debt has not grown 
since the end of 1945), there has been a great 
growth in productivity. This growth has pro- 
vided increased earnings sufficient to make up 
for the increased interest. 

Nor is the size of federal spending a satis- 
factory explanation of inflation. In 1953, when 
there was a large deficit in the budget, and 
when federal spending required about 22% per 
cent of the national income, there was no infla- 
tion. In 1957 this share had fallen to 18% per 
cent, and there was a moderate amount of in- 
flation. 

Rising wages have perhaps been a contribut- 
ing cause of inflation. There is some, though 
not a marked, correspondence between the 
extent of the rise in wages and the rise in 
price levels; this was certainly true in the post- 
war years from 1945 to 1948 and again after 
the outbreak of the Korean conflict. However, 
whether wage increases are a cause or an ef- 
fect of the wartime inflation of prices is not 
completely clear. 

If we omit the wartime periods, the rise in 
wages has been more moderate. From 1951 to 
1956, when prices rose by 4 per cent or by the 
small annual rate of four-fifths of 1 per cent a 
year for a full five-year period, wages rose by 
20 per cent, or at an average annual rate of 
increase of 4 per cent. During the first nine 
months of 1957, prices continued to rise, but 
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the increase in the hourly wage rates for all 
factory workers dropped to an annual rate 
of only 2 per cent. When business investment 
declined in 1949 and in 1954, wage increases, 
measured by this hourly wage rate, increased 
by only 3% per cent and 2% per cent respec- 
tively. In these two years, the hours of work 
per week were shortened at a rate that offset 
on a weekly basis the effect of increases in 
the hourly wage rates; thus average weekly 
wages failed to rise. At the present time, there 
are small increases in hourly rates of wages, 
but weekly earnings are declining because of 
shortening of hours of work per week. Thus, 
in spite of the protestations of labor leaders at 
the annual AFL-CIO convention in December, 
1957, it is doubtful that rates of pay will be 
increased substantially in 1958; and if hours of 
work per week are shortened, it will not be the 
result of voluntary agreements but of the 
lessened rate of business activity. This leads 
to involuntary rather than contractual agree- 
ments for shortening hours worked per week. 

Apparently the best explanation of price 
movements since 1948 is the “investment the- 
ory’ of the business cycle. The leading role of 
business investment in the determination of 
the direction of business and trade move- 
ments, as well as the direction and amount of 
change in prices, seems abundantly clear. This 
should not cause surprise. 

For over 75 years, and excepting war peri- 
ods, investment expenditures have been the 
moving force for the business cycle and price 
movements. This phenomenon was first ob- 
served by the German economists after the 
creation of the German Empire in 1870 had 
led to a pronounced rate of increase in busi- 
ness investment (and to cycles) in Germany. 
The theory was best stated by the late 
Professor Joseph A. Schumpeter in his Theory 
of Economic Development, first published in 
1911. A marked period of invention or innova- 
tion leads to a substantial rise of business 
investment in the new plant needed to bring 
the inventions and innovations to fruition. In 








this period there is a draft upon consumer 
goods rather than an addition to their supplies 
—consequently, prices rise. Under Professor 
Schumpeter’s first formulation, the supply of 
the necessary and facilitating bank credit 
would fail because of the banking system’s 
habitual “running out of reserves,” and expan- 
sion would come to an abrupt halt. When this 
happened, there would be a demand for cash, 
for liquidity, and then an abrupt decline end- 
ing most frequently in a crisis best described 
as “the collapse of the money supply.” 

Such crises occurred in the United States 
in 1873, 1884, 1893-94, 1907, 1921, and 1933. 
They can be obviated if the Federal Reserve 
System will follow not the policies of 1932-33, 
but rather the policies of mid-1953. In a period 
of six weeks after the truce in Korea, the Fed- 
eral Reserve System supplied, by reduction in 
required reserve ratios and by purchases of se- 


curities in the open markets, no less than $2.5 


billion in reserves to the banking system. 

The investment theory of the cycle has ap- 
parently come back into its own. Whether the 
restoration of monetary policy has similarly 
come back into its own as the proper device 
to control inflation must await further experi- 
ence. Scholarly investigation may one day 
determine whether the tight money policies 
brought control over expanding business in- 
vestment in 1957, or whether the termination 
of the boom would have occurred without this 
application of monetary policy. 

It is inherent in the investment theory of the 
business cycle that, during the period of gesta- 
tion of the new capital goods, prices rise to 
a level which cannot be sustained. Thus, 
profitability is reduced and the investment ex- 
pansion comes to a natural end. With it comes 
an increased output of additional consumer 
goods to expand the general welfare. During 
the period of greater quiet, there must neces- 
sarily be nurtured in a free society the develop- 
ment of innovations and inventions to bring 
a fresh burst forward and a new economic 
advance. 
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Beautiful -- and a wise choice 
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Now — the new mass produced random ashlar distinguishes 
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your building budget. 
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F preter most obsolescent industry.” This 
censorious phrase has been applied to 
numerous industries, but probably to none 
more often than to the residential construc- 
tion industry. And, at least until quite recent 
years, the charge of obsolescence or lack of 
technological progressiveness was not entirely 
unmerited. 

But the technological revolution is at long 
last beginning to hit the housing industry, and 
there are innumerable signs that a major 
breakthrough will occur in residential con- 
struction within the next 10 or 15 years. 

Perhaps the most extensive change will 
occur in types of materials used in house con- 
struction. In the past, we have used chiefly 
simple materials in the form in which they are 
found in nature. Construction methods and 
design have been sharply limited by the par- 
ticular properties of these natural materials. 
Most walls, for example, have had to be solid 
and immovable to sustain the great loads of 
lumber and other heavy materials above them. 
Stone or concrete walls have had to be quite 
thick because stone, while it has great com- 
pressive strength, is brittle when subjected to 
twisting or bending. Walls and ceilings have 
been flat surfaces because the grain of lumber 
runs more or less in a straight line. 


CONSTRUCTION MATERIALS 
The recent—and future—development of a 
host of new synthetic materials will make 
possible more than a simple substitution of 
new materials for old. It will permit radical 
changes in design, structure, and method of 
fabrication. 
The exterior wall of today’s house, for ex- 
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ample, is a crude and bulky package. It con- 


sists of studs, plates, and headers, which sup- 
port, in addition to the roof load, lath and 
plaster or some sort of dry wall covering (plus 
paint or paper for appearance on the interior 
side); and sheathing and siding or some 
other veneer on the exterior side. In the hol- 
low space inside is usually stuffed some insu- 
lating material of no structural value, plus a 
maze of wires, pipes, ducts, and conduits, the 
openings for which are cut by hand after the 
wall is partly erected, almost as if they were 
an afterthought. Even when wall panels are 
produced on assembly lines, much human 
manipulation of lumber .components is re- 
quired, and the process must be dis~ontinu- 
ous, a panel at a time. 

The wall panel of tomorrow's house will in 
all probability be some sort of sandwich-panel 
construction. The filling of the sandwich will 
be the insulating material. Whether it be 
foamed styrene, urethane or one of the phe- 
nolics, honeycombed paper or plastic, or 
plastic-reinforced fiberglass, this light-weight 
insulating layer will be an integral part of the 
wall and a source of very considerable struc- 
tural strength. The fact that it is structurally 
strong will make it possible to use, for the 
two faces of the wall, thin skins of aluminum, 
porcelainized or stainless steel, wood veneer, 
or any one of dozens of new plastics, with 
perhaps a thin reinforcing layer of some very 
hard cement. This will reduce weight to 10 
to 20 per cent of today’s weight. In most in- 
stances, the color on both inside and outside 
surfaces’ of the panel will be integral to 
the skin, thus minimizing later maintenance. 
Walls of this construction can be produced 
entirely by machine in a continuous opera- 
tion, the endless strips being cut into modular 
lengths as they emerge from the machine. 
Curved walls can be fabricated as readily as 
flat ones, and indeed quarter-circle panels 
may be extensively used in place of today’s 

right-angle, dead-space corners. 

Roofs will be of similar sandwich-panel 
construction. The ease of producing curved 
roof panels opens up a host of possibilities for 
improving the design of today’s exceedingly 
dull roof lines. The roof panels will be sup- 
ported by trusses spanning from exterior wall 
to exterior wall, or will be self-trussed, thus 
removing all load from interior walls. 

Interior walls can therefore become mov- 
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In these inflationary times, the finger of blame for rising food 


prices is being pointed in many directions. It should be interesting to American 


consumers to know that the trading stamp is not a contributing factor. 


fact has been shown in two ways by the 
es of marketing experts In universities. 
t, these studies found no evidence that 
tamp stores, as a Class, charge higher prices 
hon-stamp stores. Second, from a com- 
tive use of the Bureau of Labor Statistics 
x, they found that food prices have risen 
least in cities where stamps are given 
Between December 1954 and December 
56, when food prices for all U.S. cities rose 
L8°., the same prices rose 2.8% in five Index 
ties where supermarkets did not give 
stamps. 
During the same period, in ten cities where 
0° or more of both chains and independent 


‘Supermarkets gave stamps, prices rose only 


1.3%. And, in the three cities where stamp 
use was highest (75% of all supermarkets), 
food prices rose only 1.3%. 

These city by city comparisons are addi- 
tional evidence that trading stamps exert 
competitive pressure to help keep food prices 
down. It seems reasonable to assume that, 
for families living in “stamp cities,” stamps 
have helped contribute to a lower cost of 


living in food purchases. 
* * * 


REFERENCES: “Competition and Trading Stamps in 
Retailing.” Dr. Eugene R. Beem, School of Business 
Administration, University af California. 

“Trading Stamp Practice and Pricing Policy.” Dr. 
Albert Haring and Dr. Wallace O. Yoder, Marketing 


Department, School of Business, Indiana University. 


This page is one of a series presented for your information by 
THE SPERRY anp HUTCHINSON COMPANY which pioneered 61 years ago in the movement 
to give trading stamps to consumers as a discount for paying cash. SkH GREEN STAMPS 


are currently being saved by millions of consumers. 
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able partitions so that, within lim- 
its, room size and arrangement 
can be adjusted from time to time 
to changing family needs and 
preferences. The use of interior 
walls that extend only part way 
to the ceiling will increase, as will 
use of storage walls. 

The day of hardwood flooring 
is coming to an end, partly be- 
cause of increasing scarcity of oak 
and other hardwoods, but chiefly 
because new materials make pos- 
sible much more efficient floor 
construction. The floor of tomor- 
row s house will be made of light- 
weight synthetics or chemically 
treated plywood faced with a 
metallic or plastic skin. It will 
be structurally strong, fireproof, 
moistureproof and verminproof, 
soundproof, squeakproof, and of 
high insulating quality. It will 
be hollow-core and will contain 
molded-in heat ducts (if needed ), 
and channels for pipes and wire. 

The surface covering of this 
floor could be any of a thousand 
different things, including many 
yet to be invented; but this author 
is convinced that one floor cover- 
ing cannot survive much more 
than another decade: that relic of 
the primitive man, the woven rug 
or carpet. It will be replaced by a 
synthetic product that will retain 
its shape, softness, and resiliency 
indefinitely, that will allow wide 
latitude in color and design, and 
above all that will be really clean- 
able. I estimate that American 
women (and men) spend, at a 
$6 billion worth of 


time a year cleaning floors and 


minimum, 


rugs. It should be possible, in the 
house of tomorrow, to design a 
oor and floor covering that can 
be cleaned entirely automatically, 
with built-in equipment, in a few 
seconds time. 
THE RETURN OF THE 
BASEMENT 
Tomorrow's house will have 


only one story above ground, but 





it will probably also have a full 
The basement of a 
generation or two ago was needed 
for certain essential purposes: to 
house a dirty furnace, to store 
fruits and vegetables and canned 
foods, to provide space for laun- 
dry and for clothes drying in win- 
ter, and so forth. In the course of 
time, technological developments 
made the basement not necessary 
for these purposes, and conse- 


basement. 


quently a significant shift to the 
basementless house occurred. In 
the past few years, however, the 
pendulum seems to have begun to 
swing the other way. Surface area 
is becoming increasingly expen- 
sive. At the same time, with in- 
creasing leisure time, more space 
is wanted for recreation, hobbies 
and do-it-yourself activities, and 
for storing the large quantities of 
equipment sometimes needed (or 
at least acquired ) for such activi- 
ties. Moreover, technological de- 
insulating and 
waterproofing materials, in heat- 
ing, cooling, and ventilation, and 
in lighting make it possible to 
build basements that are as com- 


velopments in 


fortable and pleasant as any other 
room in the house. It is this au- 
thor’s guess that, in the 1960's, the 
two-story house will return; but 
the lower story will be a base- 
ment area, partially below ground 
level, and largely devoted to rec- 
reational activities. 

In basementless houses, im- 
portant changes may _ occur 
in foundation construction. The 
deep-footing, foundation-wall, 
crawl-space pattern is a highly 
inefficient adaptation of basement 
design to basementless housing. 
With the development of new 
materials and new methods of in- 
sulating and waterproofing, new 
especially 


foundation designs 
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AL coop things which exist are the fruits of originality, 








—John Stuart Mill 














adapted to basementless housing 
are appearing. The two most like- 
ly are the free-floating slab of 
high-strength concrete, which 
eliminates all foundation excavat- 
ing, and the pier design in which 
the house is supported on several 
cone-shaped piers driven deep 
enough to support the light 
weight of tomorrow’s house. 










































































LIGHTING, HEATING, 
AND PLUMBING 


Some of the changes coming 
in lighting, heating and cooling, 
and plumbing are already evi- 
dent. Electroluminescent panels 
(phosphor-coated glass panels 
which, when electrified, yield a 
soft, diffuse glow of light) will 
replace both fluorescent and in- 
candescent lighting except for 
certain purposes such as spot ac- 











centing. Electroluminescent pan- 
els theoretically should be far 
more efficient (that is, should con- 
vert a higher percentage of the 








electrical energy input into light 
energy output) than either in- 
candescent or fluorescent light: 
ing, although at last reports ex- 
perimental models were still less 









efficient. Electric wiring will be 





built into (or ducts provided in) 





1 
floor panels, wall panels, and 





baseboard strips when they are 






fabricated, thus permitting com- 
pletion of electrical work by any 
competent workman. 








Two disparate trends are ap- 





parent in house heating. One is4 








tendency toward increased use 0 
electricity, with all its convet 
iences, for heating. The other is4 
tendency to combine house heat 
ing and cooling, together with al 
cleaning, humidifying, or debt: 
midifying, into a single system- 
air conditioning in the propé 
sense of the term. The first trend 
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Lasser & Durand Show 
Extraordinary Returns 
from OlL & GAS 


A costly research proj 
ect into oil and gas invest 
ments has been completed 
by the J. K. Lasser Tax 
Institute and Francis L 
Durand. Their findings 
are of urgent importance 
now to investors who seek 
extraordinary capital 
growth and high income 

—as well as unique tax 
advantages 

You need not be an 

insider’’ to share in the 
tremendous returns (as 
high as 50°R ). HOW TO 
GET TAX PROTECTED 
INCOME FROM OIL & 
GAS INVESTMENTS 
shows you 
A) How to get into oil 
and gas investments; ac 
quiring interests; joint 
operations; develop 
ment, operation and 
payment to investors, 
et 


/ 


B) How taxes reduce the risk; tax plans 
which produce maximum net-after-tax re- 
turns; family tax plans; organizing oil and 
gas ventures; assuring your retirement, etc. 


C) Case-histories of oil and gas investments 
and potential payoffs 


Why miss out on the benefits of this tre 
mendous field? Send today for a free examina 
tion copy. After two weeks, return it without 
obligation, or keep it and send only $12.50 plus 
shipping charges. (Save shipping by remitting 
$12.50 now—same refund privilege.) Write 
Business Reports, Inc., Dept. BH-1, Larchmont, 
New York 


How to Save Estate 
and Gift Taxes 


by J. K. Lasser & R. Wallace 


It's amazing how many individuals work 
and slave a lifetime to build an estate and 
family security and then let it be cut dras- 
tically and their family endangered by need- 
less taxes they thought applied only to 
“millionaires. 


And yet there's nothing to stop them from 
taking advantage of some of the extraordi- 
nary gift and estate plans developed by two 
of the country’s leading authorities. Among 
these are: A grandfather's insurance trust 
that turns a $100,000 estate into $200,000; 
How to support an aged parent, or other rel- 
ative with securities; Protecting your wholly- 
owned business; What to do about jointly 
owned real estate (such as your home); No 
estate or gift tax on a $300,000 estate; More 
income to widow by giving remainder of 
trust to charity, and others. 


Your estate may be bigger for tax purposes 
than you think. Don't give your hard-earned 
assets away. Even one of these model plans 
may save you thousands of dollars. 


Send for a free examination copy of Lasser 
& Wallace's HOW TO SAVE ESTATE & 
GIFT TAXES. If you keep it, pay only 
$5.95, plus shipping (or save by remitting 
$5.95 now—full refund guaranteed). Write 
to American Research Council, Dept. BH-4, 
Larchmont, N. Y 


would lead us to expect a big ex- 
pansion of radiant heating, per- 
haps in baseboard panels. But 
radiant panels are not effective 
for air conditioning. Forced air 
circulation seems to be necessary 
for cooling. 

Just how these tendencies will 
be reconciled cannot be foreseen. 
Much depends upon costs of elec- 
tric power with the advent of 
power plants based on nuclear en- 
ergy. The cost and availability of 
gas will also be determinative, 
although, for another decade or 
two, supplies of natural gas are 
certain to be ample and, follow- 
ing that, gassified coal is likely to 
be available. The much-rumored 
dramatic breakthrough in air- 
conditioning equipment may be 
an important determinant. The 
solution may lie in the heat pump. 
Whatever it is, it seems probable 
that home air conditioning of the 
future will be standard and will 
be far superior to and more eco- 
nomical than any we know today. 

Plumbing is due for a series of 
major changes. In design, as a 
first step, bathroom fixtures will 
be built as an integral part of 
modular wall panels of standard- 
ized dimensions. As a second step, 
entire bathrooms will be built 
as prefabricated (molded) units 
that will be dropped into position 
by derricks. In the use of mate- 
rials, new, high-strength plastics 
will largely replace ceramics, and 
plastic pipe for both hot and cold 
water will be easier to install, 
more durable, and cheaper than 
metal pipe. 

But the major technological 
change in this area is likely to be 
in the disposal of sewage and 
other wastes. The explosion in 
family formation which is bound 
to occur in the late 1960's and 
1970's will call for the construc- 
tion of 2 to 2% million new hous- 
ing units a year for well over a 
decade. To build this many units, 
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it will be necessary to develop 
land far beyond the limits of exist- 
ing municipal sewage systems— 
even if these were expanded to 
the practical maximum. Of neces- 
sity, separate sewage systems wil] 
have to be provided for individual 
housing developments or for in- 
dividual housing units. Moreover, 
worsening water shortages will 
require that these sewage dis- 
posal systems be economical in 
their use of water. 

The first step will no doubt be 
an improvement in the present 
septic tank system. Scientists Don 
Bloodgood and Carl Boester at 
Purdue have developed an in- 
dividual home unit which uses 
aerobic bacterial action to oxidize 
sewage so completely that the 
effluent is clear (though of amber 
color ), odorless, and virtually free 
of solid matter. Their experience 
indicates that it is also sufficiently 
free of harmful bacteria or other 
organisms to be recycled and used 
over again for toilet flushing pur- 
poses, or to be dumped into storm 
sewers or ditches. However, for 
precautionary and esthetic rea- 
sons, it may be desirable to dis- 
pose of the effluent through a tile 
field or a community oxidation 
pond. The cleanness of the efflu- 
ent, however, reduces the neces- 
sary size of the field or commu- 
nity pond by at least half, and 
multiplies its probable life many- 
fold. The disadvantage of the sys- 
tem is that it requires the con- 
tinuous operation of one motor 
and the intermittent operation of 
one or two others, thus consum- 
ing some 100 KWH of electricity 
a month. 

The second step in the disposal 
of human wastes will probably be 
the development of individual 
home units that do not produce 
any effluent to be gotten rid of. 
This may be achieved via either 
of two routes. One is the use of @ 
sterilizing and filtering system S° 











Management's Blind Spot 
M. A. Spayd 


President, The Standard Register Company 


THE PROFIT squeeze is on. Costs are rising; com- 
petition is getting stiffer. As a result, the margin 
of profit is showing a definite decrease. Yet the 
men who are responsible for the success of 
American business are allowing at least $20 
billion to go down the drain every year. 

Large as that sum may sound, it is not an 
exaggeration. Approximately $80 billion is spent 
each year for paper work. One-fourth of this is 
wasted, either because of unnecessary red tape or 
because people are working at only half their 
capacities. 

Too many executives have developed a “blind 
spot” in the area of paper work, because they 
are wont to consider paper work a matter of 
routine a matter of buying letterheads, en- 
velopes, and sales and order forms; of entering 
orders and figures; and hence a matter that does 
not require their full attention at any time. 


The problem of the control of paper work is 
truly a challenge to management. The profit 
squeeze requires a solution and a good one. 
Unfortunately, there are no quick answers to 


We buy... sell 
...and quote 
Listed and 
Over-the-Counter 
Securities 
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City Securities Corporation 


INCORPORATED 1924 
417 CrrRcLE TOWER - INDIANAPOLIS 4 - 


Big enough to serve you + Small enough to know you 


this problem, but there are steps that may be 
taken and that, in time, will give the desired 
end results. The nature of these steps will vary 
with the individual company, but certainly fa- 
miliarization with the basic problem is one of 
the common ones. And after familiarization, 
there should be a thorough investigation as to 
what can be done, -w it can be done, and when 
it can be done. 

But the executive cannot be expected to solve 
the problem by himself. We are in an age of 
specialization—and that applies to office systems 
and procedures as well as to all other areas of 
business. He can, however, obtain enough knowl- 
edge to enable him to make a wise decision, 
based on the information collected for him and 
presented to him by the specialists—the planners, 
the systems analysis men, and so forth. One of the 
bigger responsibilities of the executive is to learn, 
as completely as possible, what is going on in 
this paper work world. He must be aware of even 
what may seem the most picayune matter, for 
this very matter may very well be the key to 
greater proficiency and profit. 


® Member Midwest Stock Exchange 


@® Orders executed on all 
principal Stock Exchanges 


e Complete statistical service: 


analyses of companies, balance sheets, opinions 


Call us, Collect, 
whenever we can be of service to you 
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that the water in the system can 
be recycled and used over again 
for all purposes. This would be a 
big step in solving not only the 
sewage disposal problem but also 
the water shortage problem—over 
90 per cent of the water used in 
the typical household is used sole- 
ly for mechanical carrier purposes 
and is promptly flushed down the 
drain. 

The other route is the invention 
of new appliances that avoid the 
use of water, or reduce it to the 
point where oxidation of waste 
by simple combustion is possible. 
A commode using a combination 
of paper and compressed air in 
place of gushing water is a possi- 
bility. However the inventors fig- 
ure it out, it is probable that the 
next major household appliance to 
be introduced will be a single dis- 
posal unit that will effectively 
all 


including garbage and perhaps 


consume household wastes, 


even tin cans. 


TIMING 


These are only a few of the 
technological developments that 
are likely in the residential con- 
struction industry. The timing of 
their arrival will depend partly 
upon research activity in the in- 
dustry. In this respect, the breath- 
ing space before the family for- 
mation wave of the late 1960's 
will be helpful. During the next 
seven or eight years, it seems 
probable that the demand for 
housing will be somewhat lax, at 
least by comparison with what 
will follow. The pressure will be 
on producers of building mate- 
rials and on builders to do re- 
search, to accept innovations, and 
generally to provide a_ better 
product for less money. In con- 
trast to the 1940's (or the 1970's). 
when everything that could be 
built could be sold, competition in 
both quality and price will be in- 
tense. 
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But the timing of the arrival of 
these new building materials and 
techniques will also depend on 
groups outside the building in- 
dustry. It will depend on the 
willingness of house-buyers to ac- 
cept unconventional products and 
designs. It will depend on the 
attitudes of unions in the build- 
ing trades toward technological 
changes that affect their jobs. It 
will depend on the attitudes of 
government units, both federal 
(for example, FHA) and state 
and local, toward the introduc- 
tion of new materials and prod- 
ucts. Unless method is 
found, for example, of moderniz- 
ing building codes much more 


some 


promptly than now occurs in 
most communities, the new tech- 
nological revolution in housing 
could die a-borning. 

The speed of the technological 
revolution in housing will also de- 
pend on changes in business or- 
ganization. Obviously, a much 
larger share of the fabrication of 
housing units is going to be done 
in the factory than on site. This 
does not necessarily mean prefab- 
rication of entire houses, although 
such prefabrication will undoubt- 
edly grow apace in the decade or 
two ahead. In part, it will mean 
prefabrication of modular com- 
ponents of houses (wall panels, 
roof panels, bathrooms, kitchen 
etc.). Will be 
able to develop the necessary 
intercompany relationships and 
that 
mass-produced components of 
standardized dimensions can be 
combined in innumerable permu- 
tations to custom-built 


units, business 


coordinated activities so 


create 
houses? 

These institutional factors, not 
the lack of imagination or skill on 
the part of the inventors, in all 
probability will prove to be the 
effective limitation on the “great 
revolution of the 1960's” in hous- 


ing. 
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COMMENTS FROM OUR READERS 


continued from page 16 


Apparently our drift toward 
socialism is either accepted as a 
foregone conclusion, not consid- 
ered important, or welcomed by 
these economists. 

Frankly, I don’t have much pa- 
tience with these economists who 
want to paint the fire engine while 
the building is on fire. . . . 


LOTHAIR TEETOR 
Director 
Perfect Circle Corporation 
Hagerstown, Indiana 


Answers to reading test 
on page 103 


(SCORE 10 PERCENTAGE POINTS 
FOR EACH CORRECT ANSWER) 


A Young Tradesman 

1748 

& 4 Industry and frugality 

The sound of your hammer early or 
late 

The first sentence (or the begin- 
ning) 

Enables one to borrow, or raises a 
man in the world 

Will show how trifling sums add 
up or show what may be saved 

To 
money affairs 

Market 


advise (a young man) on 





SCORE 


A score of below 60 means that you prob- 
ably read too rapidly or without concen- 
trating. Very skilled readers should score 
90 or 100 (unless they hurried their read- 
ing too much). 


RATE TABLE 
seconds 
120 
96 
80 
69 
60 
53 
48 
44 


words per minute 


200 
9504 average 


reader 
300 
350 
400 
450 
500 | — 


550 $ well-trained 


60( )| readers 
37 650 
34 700 


750 
800 


32 
30 





Our 

New 

Shell X-100 

Motor Oil Premium 


Works like 
3 grades 


It’s Themostatic! Automatically 
adjusts to every engine temperature! 


® For cold starts, it’s light-weight oil—flows freely and 
gives full power the moment you step on the starter. 

® For short-trip driving, it's a medium-weight oil — 
gives perfect lubrication when your engine’s only warm. 


® And for sustained driving when your engine runs 
hot, it's a heavy oil that won’t thin out and burn away. 
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LOGANSPORT 


LARAYETTE 


& KOKOMO 


DANVILLE, ILL 


TERRE HAUTE 


AVVA atom —T- hie 


Where else in this whole country can you find a universe 
like this—a big, rich central market with such important 
satellites ? 


where else... 
does a central market exert such an economic pull on 
so many specific areas that are retail trading centers in 
their own right ? 
will you find satellite markets that total 33°% richer and 
50° bigger than the metropolitan trading zone itself ? 
do you find such a widespread marketing area covered 
from one central point . . . and only by television ? 
can you buy just one station with no overlapping pene- 
tration by basic affiliates of the same network ? 


Only here — in Indianapolis on WFBM-TV—can you 
buy more honest market penetration, consumer influence, 
for fewer dollars expended than anywhere else. Now it 
will pay you well to take another, longer, better look! 


The Nation’s 14th Television Market 


... with the on/y basic NBC coverage 
of 708,000 TV set owning families. 
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MARION ANDERSON 


MUNCIE 


Ail@t al 10), 18) 


3] @)@)" 11) [enge), 


satellite? 


“O71 ndiana polis — Major retail area for 
17 richer than average counties. A million popula- 
tion— 339,100 families with 90°/, television ownership! 


*\ 2°12 Satellites— Each a recognized mar- 
keting area— with audited WFBM-TV audience of 
412,800 more television sets ! 


Represented Nationally by the KATZ Agency 


sn 


CHANNE 


oN oO) 


BASIC NBC-TV AFFILIATE 
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book notes 


and 
reviews 


Lois Shepherd Headings EDITOR 


THE CONTEXT OF SOCIETY 


EARLIER in this Horizons, 


Dr. Levitt makes a case for what he calls a “blue- 


issue of BusINEss 
skies” approach for business planning and stresses 
as a prerequisite for the successful brainstormer, 
an intellectual grasp of the “context of society.” 
For some time, of course, business leadership has 
been aware that the process of learning does not 
end with the occupancy of the executive suite; it 
takes on new immediacy there. What is compara- 
tively new, however, is the perception that the 
real imperative is some meaningful integration of 
various segments of knowledge, some discernible 
structure from which to project. Or, to be a bit 
more realistic perhaps, we could rephrase this as 
a sighting of a few points of reference from which 
to chart an unknown land. 

As an integrated human being—citizen—busi- 
nessman, the executive feels (together with his 
fellows around the world ) that he must accept his 
share of social responsibility for fulfilling the 
promise as well as for avoiding the catastrophe 
imminent in this period of drastic change and re- 
adjustment. 

There is, though, another goal that is as close to 
Dr. Levitt’s purpose, and this could be called the 
uses of the future—with the emphasis on the pure- 
ly practical implications of the knowledge. There 
are certain realistic qualifications to this that must 
be admitted at the outstart. Only some kinds of 
foreknowledge can or will be exploited. Moral 
ind social deterrents of all sorts operate to auto- 
matically eliminate several avenues of action 
Which, in an amoral Machiavellian sense or for an 
executive with an Olympian detachment from his 
society’s virtues and foibles, would undoubtedly 
be advisable. 

To give an example: If a wealthy fourteenth- 
century merchant could have foreseen the profit- 
ability and respectability of future financial insti- 
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Texts from Ma. Graw- Hilf 








BUSINESS REPORTS 

By C. R. ANDERSON; ALTA G. SAUNDERS; and 
FRANCIS W. WEEKS, all with the University of Illi- 
nois. Third Edition. 420 pages, $6.00 


Each chapter in this new edition has been completely rewritten. 
The techniques of both investigation and presentation are covered— 
from the origin of the commission, through planning, organizing 
and presenting the final report. 


PRINCIPLES OF RETAILING 

By CLARE W. BARKER, Indiana University; IRA D. 
ANDERSON, Northwestern University ; and J. DONALD 
BUTTERWORTH, University of Florida. Third Edition. 
633 pages, $6.75 


An analysis of the important principles underlying successful retail 
store operation. It is a brief, inclusive picture of the place of re- 
tailing in the economic structure. The text has been reorganized 
and rewritten. 


HUMAN RELATIONS IN BUSINESS 
By KEITH DAVIS, Indiana University. 576 pages, $7.00 


The first text to cover the full range of management’s human rela- 
tions activities and problems, presenting the fundamentals of em- 
ployee relations. It discusses the problems that occur when people 
work together in organized group effort. 


PRINCIPLES OF MANAGEMENT 
By HAROLD KOONTZ and CYRIL O’DONNELL, Uni- 
versity of California, Los Angeles. 664 pages, $6.50 


Emphasizes the activities in which every manager at any organiza- 
tional level engages. The five managerial functions are covered— 
organizing, staffing, directing, planning, and controlling. 


MANAGEMENT ACCOUNTING 

FOR PROFIT CONTROL 

By I. WAYNE KELLER, Armstrong Cork Company. 
McGraw-Hill Accounting Series. 448 pages, $7.00 


A description of the ways that cost accounting can best be used to 
maximize profits within a company. Emphasis is on the relationship 
of the effects of income, cost, and capital on the enterprise profits. 


FINANCIAL AND ADMINISTRATIVE 
ACCOUNTING 

By C. AUBREY SMITH, and JIM G. ASHBURNE, both 
of the University of Texas. McGraw-Hill Accounting 
Series. 493 pages, $7.00 

Written for the future businessman who will be confronted with 
economic problems requiring a fairly comprehensive understanding 


of theories underlying accounting. Many case problems are included 
to help develop managerial thinking. 


USE THIS COUPON 


COLLEGE DEPARTMENT, McGRAW-HILL BOOK COMPANY, Inc. 
330 West 4% i:4 Street, New York 36, N. Y. 


Please send me, on approval, a copy of the book(s) checked. I 
agree to pay for the book(s) upon receipt of invoice, or return the 
book(s) within 10 days 


ANDERSON ) KOONTZ 
| BARKER ) KELLER 
|} SMITH 
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tutions, could he have endured the 
stigma attached to usury by his so- 
ciety and especially by his religion 
in order to take advantage of his 
untimely knowledge? Probably not, 
but if he could have been con- 
vinced of such a probability, his 
judgment on immediate decisions 
could have been more farsighted. 


On the other hand, and at the 
other extreme as far as the time 
length of the prognostication is 
concerned, is the example of the 
pattern of events in world trade 
around 1500. When Vasco da Gama 
rounded the Cape of Good Hope 
and opened a new route to the Far 
East—thus outflanking Mohammed- 
an control of routes via_ the 
Mediterranean—Lisbon and _ Ant- 
werp supplanted Venice and Genoa 
as the predominant centers of new 
capitalistic enterprise. Those mer- 
chants who took early advantage of 
this shift naturally profited. By the 
time, of course, that da Gama re- 
turned in 1500 laden with rich car- 
go, this pattern was fairly evident. 
But as early as 1486, when Bartholo- 
mew Diaz first rounded the Cape 
(although he attempted to go no 
further ), the probable future results 
could already be discerned. This 
kind of foreknowledge of imminent 
developments is obviously central 
to the success of any economic en- 
terprise. 

Somewhere between these e€X- 
tremes lies the case of feudal barons 
during the rise of the national 
monarchs. Instead of persisting in 
their futile and wrongheaded battle 
against the increasing power of the 
new kings, how much better for the 
barons if they had recognized the 
inevitable and aligned with the 
kings! As a result of this suicidal re- 
sistance, the kings found a new ally 
in the rising towns and their grow- 
ing commercial middle class. To- 
gether, the kings and the towns 
completely broke the power and, to 
a large extent, the fortunes of the 
feudal lords. This, of course, ig- 
nores certain historical realities 
such as societal values whose influ- 
ence should not be underestimated. 
The question, therefore, remains: 


How far can a man get out of his 
own time and place? The cold fact 
of the matter for practical affairs is: 
the farther, the better. 

These examples seem somewhat 
remote today. They are so intention- 
ally, however, because they are 
therefore freer of emotional colora- 
tion than more recent ones would 
be. It remains for the reader to sup- 
ply current ones or to project fu- 
ture parallels. Assessing the realign- 
ment of power blocs, evaluating 
with a fine tone of judgment the 
timetable of technological eventu- 
alities or the psychological temper 
of tomorrow's market, and predict- 
ing the adjustment of the market 
system to political and _ social 
“waves of the future’—all these ob- 
viously demand a_ well-balanced 
view of our society, its genetic com- 
ponents, and their possible direc- 
tions and modifications from here 
on. 


Now to the pertinent matter at 
hand. A phenomenal fund of in- 
formation about the context of our 
present society and its prefigurations 
is available in drugstores, cigar 
stores, book stores, and some super- 
markets in towns and cities across 
the country. The fact that this mate- 
rial is inexpensive and readily avail- 
able is no indication of a prostitution 
for popular taste or 12-year-old men- 
tality. It is in fact a repository of the 
best past and current thought. The 
editors of the better paperback 
series have combed the university 
bibliographies for these classics in 
a commendably perceptive fashion. 
None of the publishers would pre- 
tend to have more than skimmed the 
cream of the hundreds of thousands 
of major works—and, of course, even 
in this culling, some oversights 
understandably occur. But the evi- 
dence on the paperback racks and 
stands is indeed impressive; still 
more impressive, the indisputable 
fact that they are being read by a 
surprising number of people. 

Most of these books are reissues 
of older classics in the various fields; 
some are highly accepted recent 
works; and a few are paperback 
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originals by leading scholars and 
men of affairs. 


In looking around for recom- 
mended reading on the context of 
society—for a list, that is, that would 
be sufficiently representative with- 
out being shallow or hopelessly long 
or impossible to compile in the time 
allowed, we felt that these paper- 
back editions would provide a logi- 
cal starting point. The big task of 
selection has already been done by 
competent and conscientious people 
in the publishing houses. For the 
secondary selection here, we of 
course are responsible. It is admit- 
tedly arbitrary, although we have 
tried to choose a balanced sampling. 
( Several essential works, principally 
in the areas of science and the hu- 
manities, have had to be postponed 
to a later issue due to space limita- 
tions. ) 

One aspect of our society—educa- 
tion—has been the focus of especial 
public concern recently. It is cov- 
ered later in these notes by Professor 
George Wilson, who has had direct 
experience with the educational sys- 
tems of both Canada and the United 
States.*® 


As mentioned, some works on the 
general questions and quarrels of 
modern science, philosophy, and re- 
ligion will be noted in the next issue, 
but of course hard and fast subject 
classification is both impossible and 
undesirable in many cases. Who can 
talk intelligently about sociology or 
economics—let alone the place ol 
modern man in the modern state- 
without a reference to the impact of 
scientific advances? Or when is psy- 
chology scientific and when is it 
sociological? 

For this reason, a few books that 
would logically be included with 
the postponed group are introduced 
here largely because their emphasis 
is general and their insight, bal- 
ancing. 


* We would like to express here our ap- 
preciation to Professor Wilson for his ex 
cellent contribution to “Book Notes,” with 
the pleasant assurance to our readers that 
he will continue to contribute on various 
subjects from issue to issue. 
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By ROBERT R. DOANE. Unprec- 
edented...the most com- 
prehensive summary ever 
made of the world’s re- 
sources and the rate of de- 
pletion of elements critical 
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factor in organization. This 
book shows how strong lead- 
ership, management con- 
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crease them, and points the 
way to a workable theory of 
organization based on em- 
pirical data. $4.00 
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t measures it with a fine 
ethical sense.” SENATOR 
PAUL H. DOUGLAS. $5.00 





KEEP PACE WITH 
AMERICAN BUSINESS 


Research 
In Industrial 
Human Relations 


A CRITICAL 


Edited by W. ELLISON CHAL- 
MERS for the Industrial] Re- 
Research Associa- 
of the rela- 


Human 
Relations for 
Management 


THE 


©) Fabian Bachrach 


APPRAISAL 


lations 


tion. A survey 
tive importance of current 
studies in human relations, 
presented for use by thought- 
ful executives and labor 
leaders who, because of the 
weight of available material, 
need help in choosing meth- 
ods for their situations. 
Among the contributors: 
David Riesman, William F. 
Whyte, James C. Worthy, 
Solomon Barkin. $3.50 


NEWER PERSPECTIVE 


Edited by EDWARD C. BURSK. 
Material from the pages of 


Harvard Business Review. 
“...perspective, balance, 
challenge...a source of 
enlightenment for business- 
men, personnel managers, 
professors, and students of 
management, and excellent 
resource material for. 
programs in management 
education.” — Personnel 
Management Abstracts. 
$5.00 





FOR EXECUTIVE, TEACHER, 








All available at your bookstore or from 


HARPER & BROTHERS, N. Y. 16 


Making the Most 
of Your Estate 


A GUIDE FOR THE 
SALARIED MAN 


By EARL S. MacNEILL. How 
planning can best be done 
under today’s conditions, 
told through representative 
case studies. Discussed in 
detail: the making of wills, 
the uses of trust funds, tax 
advantages under varying 
conditions, life insurance, 
and ways to weld such mod- 
ern phenomena as group in- 
surance, profit sharing 
plans, stock options, etc. into 
a solid structure of family 
security. $3.50 














































Atoms at 
Your Service 


By HENRY A. DUNLAP and 
HANS N. TUCH. A primer for 
the layman on nuclear phys- 
ics and the remarkable ways 
in which atomic energy can 
serve the needs of industry, 
agriculture, and medicine. 
. specific, intelligible, and 
designed for you as a ma- 
ture, thinking person.” 
Kirkus’ Bookshop Service. 
Illustrated. $3.50 


Say It 
With Figures 


REVISED, FOURTH EDITION 


By HANS ZEISEL. The stand- 


ard introduction to the 
science of assembling and 
interpreting social statistics, 
now available in an exten- 
sively revised, up-to-date 
edition. Contains two new 
chapters on Reason Analy- 
sis. $3.50 
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One such book, of course, is 
James B. Conant’s MODERN SCIENCE 
AND MODERN MAN (Anchor), which 
consists of the four Bampton Lec- 
tures given at Columbia University 
in 1952 by the then U.S. High Com- 
missioner for Germany and former 
president of Harvard (and an emi- 
nent scientist). Starting with the 
logical incompatibility of the cor- 
puscular and wave theories of light, 
Conant feels with P. W. Bridgman 
that 
“Finally, I come to what it seems to me 
may well be from the long range point 
of view the most revolutionary of the 
insights to be derived from our recent 
experiences in physics, more revolu- 
tionary than the insights afforded by 
the discoveries of Galileo and Newton, 
or of Darwin. This is the insight that it 
is impossible to transcend the human 
reference point. . . . The new insight 
comes from a realization that the struc- 
ture of nature may eventually be such 
that our processes of thought do not 
correspond to it sufficiently to permit 
us to think about it all.”! 

Conant does not agree even with 
those who maintain that “in princi- 
ple it is possible to find out what 
really is the structure of the uni- 
verse’; but concludes that scientific 
theory can be only a policy, not a 
creed. There is so much that is para- 
doxical in modern science, he says, 


that it has ceased to be a repository 


of absolute knowledge—by such an 
increasing number of scientists, in 
fact, that metaphysics and religion 
are again becoming intellectually 
respectable within the scientific 
field itself. 

This, of course, is not a new in- 
sight or observation, but the intelli- 
gible communication of it to the lay- 
man is far from broad enough. (It 
should also be noted that there is an 
opposite view, generally termed 
“determinism” in modern physics 
and espoused by such widely diver- 
gent thinkers as Ernst Cassirer in 
philosophy and David Bohm in 


‘From “Philosophical Implications of 
Physics,” American Academy of Arts and 
Sciences, Bulletin, III (February, 1950), 
as quoted in James B. Conant, Modern 
Science and Modern Man, Anchor Book 
(Doubleday & Company, Inc.: Garden 
City, N. Y., 1955), p. 86. 


physics. ) Conant obviously does not 
mean that advance is not possible: 
Rather, he says it is certain. 

He discusses the impact of this 
conviction on human conduct and 
spiritual values, and gives what he 
considers the minimal commitments 
for the construction of a philosophy 
of life—which must be drawn from 
the spiritual values that form the 
common denominator among all re- 
ligious faiths. These must guide the 
scientist as a man of action. Not that 
the benefits are all material, for sci- 
ence remains the flowering of the 
creative powers of the human mind. 

In this discussion about man’s 
ability to understand his universe, 
no book can be more different 
from another than is Sir Charles 
Sherrington’s MAN ON HIS NATURE 
(Anchor) from Conant’s. Sherring- 
ton was the former Waynflete Pro- 
fessor of Physiology at Oxford Uni- 
versity, and his book consists of the 
1937-38 Gifford Lectures at the 
University of Edinburgh as revised 
in 1950. In style it is like turning 
from Addison (Conant) to Dos- 
toevski (Sherrington ). The first re- 
action to Sherrington, in fact, is an 
overwhelming conviction that this 
is much too rich a book to try to 
capsulize. In his preface, the author 
explains that the book “stresses the 
view that man is a product, like so 
much else, of the play of natural 
forces acting on the material and 
under the conditions past and pres- 
ent obtaining on the surface of our 
planet.” 

His position in this discussion is 
close to Aristotle’s statement on the 
Unmoved Mover, “Bethink you too 
that perhaps in knowing me 
[Nature] you do but know the in- 
strument of a Purpose, the tool of a 
Hand too large for your sight as now 
to compass. Try then to teach your 
sight to grow.” (p. 294) Or as Sher- 
rington phrases it, 

“Our world we recognize today as a 
world in making, and ourselves as a 
part of it likewise in the course of mak- 
ing. Our present is not only not static, 
its very motion is a motion which will 
tomorrow not repeat today. Our plane- 
tary islet is unfinished even as those 
island universes which the astronomer 
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CONTEXT OF SOCIETY; 
NEW TITLES 
OUT 
Dean Acheson, POWER AND DIPLO- 
MACY 
William Clark, Less THAN KIN (On 
Britain’s productive rivalry ) 
Gerald W. Johnson, PERIL AND PROM- 
ISE: AN INQUIRY INTO FREEDOM OF 
THE PRESS 
George F. Kennan, THE DECISION TO 
INTERVENE (Vol. II of Soviet- 
American Relations, 1917-20) 
George F. Kennan, siBERIA AND THE 
EXILE SYSTEM 
Jacques Maritain, REFLECTIONS ON 
AMERICA 
G. Bromley Oxnam, A TESTAMENT OF 
FAITH 
Antoinette Pirie (ed.), FALL OUT: 
RADIATION FROM NU- 
CLEAR EXPLOSIONS 
Carlton Putnam, THEODORE ROOSE- 
VELT 
Arnold M. Rose (ed.), THE INSTITU- 
TIONS OF ADVANCED SOCIETIES 
Currin Shields, DEMOCRACY AND 
CATHOLICISM IN AMERICA 
Ernst Troeltsch, PROTESTANTISM AND 
PROGRESS 


HAZARDS 


EARLY SPRING 


Paul Blanshard, AMERICAN FREEDOM 
& CATHOLIC POWER, 1958 (“The 
Facts after Ten Years” ) 

Chester Bowles, DEAS, PEOPLE, AND 
PEACE (On India ) 

]. Bronowski, sciENCE AND HUMAN 
VALUES 





tells us are at various stages of becom- 
ing. Kant seems to assume the human 
mind to be a finished thing. But the 
human mind is part of a tide of change 
which, in its instance, has been latterly 
and, we may think, still is, running like 
a mill-race. Many living things are all 
the time busy becoming something 
other than what they are. And this, our 
mind, with the rest. It is being made 
along with our planet’s making. We do 
not know that ‘t ever will be finished. 
We see it as a provisional ad hoc at 
rangement of the present. Often will it 
be reminded of this when prosecuting 
its latest task of establishing the ‘val 
ues.” (p. 149) 


Despite his belief that man’s mind 
will grow to meet the challenges of 
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Jerome D. Cohen, JAPAN’S POSTWAR 
ECONOMY 

james Bryant Conant, GERMANY AND 
FREEDOM: A PERSONAL APPRAISAL 

Christopher Dawson, RELIGION AND 
CULTURE 

Editors of American Heritage, THE 
FIRST YEAR OF AMERICAN HERITAGE 

Ludwig Erhard (Heir apparent to 
Adenauer ), PROSPERITY THROUGH 
COMPETITION 

\lfred de Grazia (ed. ), GRASS ROOTS 
PRIVATE WELFARE 

McLaughlin 

AMERICAN CITIES IN THE GROWTH 


Constance Green, 


OF THE NATION 

Paul Henle 
THOUGHT AND CULTURE 

Karl Jaspers & Rudolph Bultmann, 
MYTH AND CHRISTIANITY 


(ed.), LANGUAGE, 


4H. Johnson, WHITEHEAD’S PHILOS- 
OPHY OF CIVILIZATION 

C. G. Jung, THE UNDISCOVERED SELF 
ilfred H. Kelly (ed.), FOUNDATIONS 
OF FREEDOM: IN THE AMERICAN 
CONSTITUTION 

Paul F. Lazarsfeld & Wagner Thie- 
lens, THE ACADEMIC 
titled from The 
Mind 

William M. McGovern & David S. 
Collier, RADICALS AND CONSERVA- 


MIND ( Re- 
Professorial 


TIVES 
John Martin, 
PROPAGANDA 


INTERNATIONAL 


Samuel Eliot Morison, STRATEGY AND 
COMPROMISE 


Reinhold Niebuhr, pious AND SECU- 


the opening universe, he refuses to 
accept the idea of Nature’s prefer- 
ence of man over her other com- 
ponents. “Naive thought,” he ob- 
serves, “might suppose the scheme 
of Nature would at least value tran- 
scendence in life, e.g. a man more 
than a protozoan speck, or than a 
parasitic bacillus. But no.” ( p. 275) 


The vocabulary of Edwin A. 
Burtt’s THE METAPHYSICAL FOUNDA- 
TIONS OF MODERN SCIENCE: A HIS- 
TORICAL AND CRITICAL ESSAY (An- 


chor) is, understandably, that of 


philosophy and, as such, may seem a 


bit torbidding to some _ readers. 
Burtt is Susan Linn Sage Professor 
of Philosophy at Cornell. rounpa- 


LAR AMERICA 

Anthony Nutting, 1 Saw FOR MYSELF 
(On British foreign policy ) 

Mario Pei, ONE LANGUAGE FOR ONE 
WORLD 

Saunders Redding, THE LONESOME 
ROAD (Mainstream of America 
Series ) 

Elmo Roper, you AND YOUR LEADERS: 
ACTIONS AND 
1936-1956 

J. Salwyn Schapiro, LIBERALISM: ITS 
MEANING AND HISTORY 


YOUR REACTIONS, 


Herbert J. Spiro, THE POLITICS OF 
GERMAN CODETERMINATION 

Arnold Toynbee, CiIvILIZATION ON 
TRIAL and THE WORLD AND THE 
WEST 

Lucius Wilmerding, THE ELECTORAL 
COLLEGE 

René A. Wormser, FOUNDATIONS: 
THEIR POWER AND INFLUENCE 

Arnold J. Zurcher, THE STRUGGLE 
TO UNITE EUROPE 


LATE SPRING 


Robert Cooley Angell, FREE SOCIETY 
AND MORAL CRISIS 

Ralph S. Brown, Jr., LOYALTY AND 
SECURITY 

Thomas K. Finletter (Former Sec- 
retary for Air), POWER AND PUR- 
POSE 

Roy G. Francis (ed.), THE POPULA- 
TION AHEAD 

Ernst B. Haas, THE UNITING OF EU- 
ROPE 

Werner Heisenberg, ATOMIC sCI- 


TIONS was written in 1924 and re- 
vised in 1932. ) The only term, how- 
ever, that is not explained by context 
probably is teleology (Webster: “a 
Belief . . . that natural phenomena 
are determined not only by mechani- 
cal causes but by an over-all design 
or purpose in nature: opposed to 
mechanism’ ). 

Burtt sees Newton as the key in 
the drastic shift from the medieval 
view of man (and his place in the 
universe ) to the modern view, es- 
pecially in relation to the prevailing 
concepts of (1) reality, (2) causal- 
ity, (3) the human mind. He points 
out that 


“An adequate cosmology will only 


ENCE AND OUR SOCIAL REVOLUTION: 
THEIR EFFECTS TODAY AND TOMOR- 
ROW 

Paul Kecskemeti, 
SURRENDER 

Murray Morgan, DocToRS TO THE 
WORLD: A REPORT ON THE WORLD 
HEALTH ORGANIZATION 


THE STRATEGIC 


Stephen C. Pepper, THE SOURCES OF 
VALUE 

Ira Progoff, DEPTH PSYCHOLOGY AND 
MODERN MAN 

Harlow Shapley, oF STARS AND MEN: 
HUMAN RESPONSE TO AN EXPAND- 
ING UNIVERSE 

Richard P. Stebbins, THE UNITED 
STATES IN WORLD AFFAIRS 

William Appleman Williams, THE 
CRISIS OF THE AMERICAN CENTURY 


The Supreme Court 


OUT 


Justice William O. Douglas, THE 
RIGHT OF. THE PEOPLE 

Judge Learned Hand, THE BILL OF 
RIGHTS 


EARLY SPRING 


Rosalie M. Gordon (John T. Flynn’s 
research assistant), NINE MEN 
AGAINST AMERICA: THE SUPREME 
COURT AND ITS ATTACK ON AMERI- 
CAN LIBERTIES 

Carl Brent Swisher, HISTORIC DECI- 
SIONS OF THE SUPREME COURT 

Carl Brent Swisher, THE SUPREME 
COURT IN MODERN ROLE 


begin to be written when an adequate 
philosophy of mind has appeared, and 
such a philosophy of mind must pro- 
vide full satisfaction both for the mo- 
tives of the behaviorists who wish to 
make mind material for experimental 
manipulation and exact measurement, 
and for the motives of idealists who 
wish to see the startling difference be- 
tween a universe without mind and a 
universe organized into a living and 
sensitive unity through mind properly 
accounted for. I hope some readers of 
these pages will catch glimmerings how 
this seemingly impossible reconcili- 
ation is to be brought about. For my- 
self I must admit that, as yet, it is be- 
yond me, and only insist that whatever 
may turn out to be the solution, an in- 
dispensable part of its foundation will 
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be clear historical insight into the ante- 
cedents of our present thought-world.” 

pp. 324-25) 

Both the introduction and conclu- 
sion are exceptionally well written. 
In general Burtt cannot throw in 
completely with a mechanistic posi- 
tion. 

If one admits that there is such a thing 
as value in the universe at all, he finds 
it very difficult to construe it without 
giving a place to teleology. To analyze 
a value and reveal its elements, or to 
study its history and mode of appear- 
ance, will answer some questions about 
a value, but will not account for its 
nature as value.” (p. 309) 

Three short works of Bronislaw 
Malinowski, one of the founders of 
anthropology and former Professor 
of Anthropology at the University of 
London, have been issued as MAGIC, 
SCIENCE AND RELIGION AND OTHER 
essays (Anchor). The first two es- 
says, written in 1925 and 1926 re- 
spectively, afford a valuable per- 
spective on the study of modern 
culture, and at the same time, as 
Robert Redfield says in his fine intro- 
duction to the book, “The life we 
learn about is both Trobriand life 
and the life of common humanity.” 

The third essay is a methodological 
study of little interest for the gen- 
eral reader. ) 

In Malinowski’s words 

the thesis of the present work is 
that an intimate connection exists be- 
tween the word, the mythos, the sacred 
tales of a tribe, on the one hand, and 
their ritual acts, their moral deeds, 
their social organization, and even 
their practical activities on the other.” 

p 96 ) 

In JUNG'S PSYCHOLOGY AND ITS 
SOCIAL MEANINGS ( Evergreen), the 
author, Dr. Ira Progoff, discusses 
and clarifies Jung’s basic views, 
which he feels contain a perspective 
that is radically different from cur- 
rent academic views. He projects 
them onto the present social scene. 
This projection he justifies from the 
fact that Jung’s theories, evolved 
through his practice predominantly 
with mature, successful adults trying 
to find more meaning in life, rather 
than with seriously ill mental pa- 
tients, are especially potent in the 
realm of social adjustment. 


“Our own conclusion is that Jung’s con- 
cepts have a ground-breaking power 
for the social sciences, but that they 
will make their impact fully felt only 
when they have been reformulated and 
redefined with reference to the specific 
problems of social study. When this 
has been done, Jung's radical and pro- 
found penetration is bound to have a 
tremendous effect on the social study 
of man.” (p. 286) 

Partly by way of explanation and 

partly by way of warning, Progoft 
prefaces his study with 
“Intimate contents of the soul which 
would have been kept inviolate in any 
other period have been laid bare in our 
age through many a tormented auto- 
biography, both in literature and the 
mental clinic, and it is these that have 
opened the road to our new insights.” 
(p. xii) 
‘As long as we have not mastered the 
unconscious side of mental life, we 
must be at its mercy. This uncomfort- 
able fact hangs over us like a sword on 
a slim thread, a constant threat to the 
vaunted achievements of our scientif- 
ically rational world. We are only too 
well aware that, in our present situa- 
tion, all the accomplishments of our 
civilization can easily be swept away 
if one nation equipped with modern 
technology is caught in the grip of a 
destructive symbol.” (pp. xiv-xv) 

Goodwin Watson adds a cogent 
introduction that aptly grasys the 
informing spirit of Jung’s writing 
and its pertinency for the lay reader. 

Two excellent surveys of psycho- 
analysis are also available in 
Evergreen Books: Patrick Mullahy’s 
OEDIPUS/MYTH AND COMPLEX—A RE- 
VIEW OF PSYCHOANALYTIC THEORY 
and Dr. Clara Thompson’s psycHo- 
ANALYSIS: EVOLUTION AND DEVELOP- 
MENT—A REVIEW OF THEORY AND 
rHERAPY (with the collaboration of 
Patrick Mullahy ). 

Mullahy’s oeprpus outlines, in less 
than 350 pages, the basic psycho- 
analytic theories of Sigmund Freud, 
Alfred Adler, C. G. Jung, Otto Rank, 
Karen Horney, Erich Fromm, and 
Stack Sullivan. This ambi- 
tious attempt comes off quite credit- 


Harry 


ably. 

While Mullahy handles his history 
via the theorists, Thompson organ- 
izes hers through the theories. In 
unusually clear prose she considers 
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the growth of the central principles 
of psychoanalysis over the last 60 
years. 

THE SOCIAL PSYCHOLOGY OF GEORGE 
HERBERT MEAD ( Phoenix ), edited by 
Anselm Strauss, consists of selected 
writings of the famous American 
pragmatist and associate of John 
Dewey. According to Strauss, it has 
been published now because of the 
renewal of interest in rationality in 
some areas and the emergent evolu- 
tion in the psychology of learning. 
In line with the liberal thought of 
his era, he was vitally concerned 
with evolutionary thought, which 
was probably the fount of his the- 
ories of “social behaviorism”: (1 
science as an instrument for the 
intelligent control of environment, 
and (2) the rise and function of so- 
cially reflexive behavior involving 
the central office of language (later 
developed by Kenneth Burke and 
C. Wright Mills ). 

THE CRISIS OF OUR AGE (Every- 
man) by P. A. Sorokin, founder of 
Harvard's Department of Sociology 
(and a pioneer semanticist), has 
been called by the New York Times 
“a book that will cause men furiously 
to think.” It is undoubtedly infuriat- 
ing—and with good reason—to deter- 
ministically minded scientists (both 
physical and social ). On the other 
hand, since its original publication 
in 1941, many of this book’s conclu- 
sions—for example, the destructive 
direction of major scientific discov- 
eries along with a rising appeal 
to idealistic values—have been cor- 
roborated by history. 

Sorokin analyzes parallel crises in 
modern art; modern science, phi- 
losophy, and religion; modern ethics 
and law; and modern family rela- 
tionships, government, and ecot- 
omy. He first sets up a dichotomy: 
sensate culture (materialistic, mech- 
anistic, deterministic, and morally 
irresponsible) against idealistic 
ideational culture (“unmindfully 1 


tional,” supersensory, superrational, 
morally responsible ). Then through- 
out these different fields he demon- 
strates the progressive decay in se 
sate culture and the emergence of 
an ideational sociocultural ordet. 










































FIV iz books for better business management 


by JAMES L. LUNDY 


Contains successful, up-to-date managerial principles and practices 
with particular attention to controversial issues and unsolved 
problems. Throughout, specific techniques are described and analyzed 
in terms of their advantages and limitations. The emphasis is on 
what should be done tomorrow rather than on what is being 

done today. $6.90 


| EFFECTIVE INDUSTRIAL MANAGEMENT 
9 


yy) DISCUSSION 
E44 @ 


by WILLIAM S. HOWELL and DONALD K. SMITH 


The art of communicating effectively is treated as an essential 

part of modern business operations. The ability to discuss issues 
and problems is vital to good management, the author says, because 
your ability to convey your own ideas and to elicit ideas from others 
will be in direct proportion to the success of every project you 
undertake. This book is a must for the rising executive. $4.25 


ADMINISTRATIVE BEHAVIOR 
by HERBERT A. SIMON 


In this bold and exciting contribution to fundamental behavioral 
science, Mr. Simon approaches the subject of administration from 
psychological, sociological, and economic points of view. The 
touchstone of this study is decision-making, the key to understanding 
the how and why of administration. $5.00 


Cr 
© 


A, USA IN NEW DIMENSIONS 


by THOMAS R. CARSKADON and GEORGE SOULE 


For those who want a crisply written, vividly illustrated and 
comprehensive summary of the vital facts about America’s economy. 
Our strengths and weaknesses are examined and a confident, 
realistic forecast based on the appraisal of current trends is made. 
This is an encouraging and challenging approach to America’s 
future economic progress. Paper cover. $1.50 


N INTRODUCTION TO MODERN STATISTICS 
UO. by WERNER Z. HIRSCH 


Statistics play a vital part in intelligent planning. In this book, Dr. 
Hirsch provides a sound understanding of modern statistical 
techniques, showing how they are used and occasionally abused. His 
examples are drawn from actual experiences and these alone 

make an invaluable guide to the proficient use of statistical 
material. $8.75 


at your bookstore or direct from 








Lhe Macmillan Company 60 Fifth Avenue, New York 11, N. Y. 
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THE BIGGEST CONCERN 
IN A recent compendium of opin- 
ion from 50 outstanding scholars 
and leaders, Fortune (January, 
1958 ) pointed out the unanimity on 
tomorrow's biggest economic prob- 
lem. Almost without exception they 
stressed the need to solve the prob- 
lem of the underdeveloped areas of 
the world. The following titles ap- 
pearing on spring lists should offer 
considerable fresh or reappraised 
background material. 
OUT 
K. D. S. Baldwin, Tut 

CULTURAL PROJECT 
Benoist-M échin, 


DESTINY 


NIGER AGRI- 


Jacques ARABIAN 

K. B. Callard, pakisTAN: A POLITI- 
CAL STUDY 

John C. Campbell, DEFENSE OF THE 
MIDDLE EAST 

Gunnar Myrdal, nich LANDS AND 

POOR 


Jawaharlal Nehru, 


DOM: PHI 


TOWARD FREE- 

AUTOBIOGRAPHY OF 
JAWAHARLAL NEHRU 

S. L. Poplai & Phillips Talbot, nota 
AND THE UNITED STATES 

R. Roolvink 
r'HE MUSLIM PEOPLES 

A Study Group for the Planning 


( ‘ommission of 


HISTORICAL ATLAS OF 


India, THE NEW 


INDIA 


The pattern follows from crisis to 
ordeal to catharsis ( period of emerg- 
ing new values ) to charisma ( period 
of reconstruction) to resurrection 
period of creativity 

Sorokin that 


man has a divine creative mission 


earnestly believes 
on earth and is not merely a reflex 
mechanism, and that our present so- 
ciety needs a fundamental reorienta- 
tion of values. (This evidences, of 
course, a mental climate similar to 
that of Toynbee. ) 

At almost an opposite pole is 
Roderick Seidenberg’s postTHisToRiIc 
which 
predicts the man of the future to be 


MAN: AN INQUIRY ( Beacon ), 


all mind and no emotion. This is 
probably intended, however, to be a 
longer-range projection than Soro- 
kin’s 


a dominance of instinct over intelli- 


Prehistoric man demonstrated 
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EARLY SPRING 


J. Russell Andrus & Azizali F. Mo- 
hammed, THE ECONOMY OF PAKIS- 
TAN 


D. Mackenzie Brown, THE WHITE | 


UMBRELLA: INDIAN POLITICAL 
THOUGHT FROM MANU TO GANDHI 

Joseph Buttinger, THE SMALLER DRA- 
GON (History of Vietnam ) 

Gwendolen M. Carter, THE POLITICS 
OF INEQUALITY (On _ South 
Africa ) 

Michael S. Cheney, BiG OIL MAN 
FROM ARABIA (Story concerns 
Aramco ) 

Mircea Eliade, PATTERNS IN COM- 
PARATIVE RELIGION 

Walter Eytan, THE First 10 YEARS: 
A DIPLOMATIC HISTORY OF ISRAEL 

Lennox A. Mills, MALAYA 

Frank Moraes, YONDER ONE WORLD 

Raphael Patai, THE KINGDOM OF JjoR- 
DAN 

Philip W. Thayer (ed.), 
IN THE MIDDLE EAST 

Lionel Williams, souTH 


AMERICA: CONTINENT OF THE FU- 


TENSIONS 
Henry 


TURE 

LATE SPRING 

William A. Hance, AFRICAN 
NOMIC DEVELOPMENT 


Kenneth W. Morgan (ed.), 
THE STRAIGHT PATH 


ECO- 


ISLAM: 


gence; historic man, a wavering 
balance between the two; and post- 
historic man will display a domi- 
nance of intelligence over instinct. 
Seidenberg describes an irrevers- 
ible trend toward organization or 
intelli- 


gence is the guiding principle of 


collectivization (in which 
social procedure ) as a correlative to 
increasing machine technology. He 
that an 
order inevitably demands further 


asserts established world 
organization, that in fact the ma- 
chine demands a degree of coordi- 
nation in the societal relationships 
of man corresponding to its own 
high functional development. Fur- 
ther, he foresees the elucidation of 
social dynamics via statistical me- 
chanics and a remote future in 
which freedom evaporates—being a 
reality—unknown 


purely historic 
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alike in distant past and distant fy. 
ture. 

This is certainly historic determin. 
ism in its most pristine form! 

Karl Polanyi’s THE GREAT TRANs. 
FORMATION (Beacon) seems tame 
stuff indeed after Seidenberg. 
Polanyi, a lecturer at Oxford Univer. 
sity and the University of London, 
wrote this while at Bennington Col- 
lege (where he was a colleague of 
Peter Drucker). In this book he 
brings out the social implications of 
the market economy, which by his 
analysis has reached and passed its 
maturation. He sees the transforma. 
tion as a direction toward a cohesive 
society and away from the atomistic 
society that he feels was the con- 
comitant of the market system. He 
offers no doctrine of economic deter. 
minism, for to him the last word is 
society, not economy. We must real- 
firm the essential values of human 
life; we cannot restore a past society 
we must re-create a new principle o 
individual freedom. 

On the whole, this book is rela- 
tively long and prolix, but excep- 
tionally provocative. 

THE NEW society (Beacon) by 
Edward Hallett Carr, a fellow 
Cambridge University and former| 
with the British Foreign Office, con- 
sists of a series of B.B.C. lectures 
given in 1951. They are short and 
lucidly written, and display a cool 
perceptive analysis. Carr sees the 
coming society as the result of tw 
revolutions: (1) a social one from 
a “night watchman” to a “welfare 
conception of the state, and (2) 2 
colonial one in which the backward 
peoples of the world have taken the 
initiative from the industrial ne 
tions and no longer consider polit: 
cal independence enough but als 
economic 


demand independence 


and equity. In an excellent chapte! 
entitled “The World Transformed, 
he notes that 


“Today Europeans know that little 0 
nothing worth saving in Europe © 
survive a third war: they are not col 
cerned, like many Americans, with th 
question how a third world war is ¢ 
be won, but only with the questio! 
how it is to be avoided. And the fate 
that awaits Europe in the event of a 
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international councils than could be 
Jjaimed in virtue of their actual or po- 
ential contribution to the military 
trength of an alliance. In Professor 
foynbee’s brilliant epigram, “No anni- 
hilation without representation. ” (p. 
48 ) 

A good book for ballast here is 
Friederich A. Hayek’s THE ROAD TO 
grFDOM (Phoenix). Hayek was 

formerly a Professor at the Univer- 

sity of London and is at present at 
the University of Chicago. This book 
is almost too well known to brief— 
though a note should be inserted 
here to the effect that for those who 
know Hayek only by reputation a 
areful reading is in order. He has 
probably been as misrepresented as 
ny theorist in the last 20 years. His 
thesis is, of course, that the only 
; truly progressive policy rests fully 
ipon the freedom of the individual, 
vhich in turn depends upon a guid- 

ing and directing economy, not a 

planned economy. In his own words, 

Only if we understand why and how 

ertain kinds of economic controls tend 

paralyze the driving forces of a free 
wiety, and which kinds of measures 
ie particularly dangerous in this re 
spect, can we hope that social experi 
mentation will not lead us into situa 

ns none of us want.” (p. x) 

This edition carries a new fore- 
word by the author and an endorse- 
ment on the cover that may be sur- 
prising to some: ~ ‘In my opinion it 
isa grand book. . Morally and 


philosophically I find myself in 
igreement with virtually the whole 
t it; and not only in agreement with 
it, but in dee ply moved agreement. 
~John Maynard Keynes.” 

the 


guished Catholic philosopher, states 


Jacques Maritain, distin- 
‘somewhat similar position in MAN 
AND THE STATE ( Phoenix) when he 
says “The state is for man, not man 
tor the state. .. . ” At the outset he 
carefully defines the usually amor- 
phous terms nation, body politic, and 
‘tate. His position, as he points out, 
is that of a Catholic thinker, partic- 
ularly so in the consideration of nat- 
ural law and the relationships of 
church and state. It is mainly in the 
first and last sections of the book that 







his principles are not in any way 
particularized, as, for example, in 
his statement that 

“For democracies today the most ur- 
gent endeavor is to develop social jus- 
tice and improve world economic man- 
agement, and to defend themselves 
against totalitarian threats from the 
outside and totalitarian expansion in 
the world; but the pursuit of these ob- 
jectives will inevitably involve the risk 
of having too many functions of social 
life controlled by the State from above, 
and we shall be inevitably bound to ac- 
cept this risk, as long as our notion of 
the State has not been restated on true 
and genuine democratic foundations, 

.” (p. 18) 

Zevedei Barbu’s DEMOCRACY AND 
DICTATORSHIP (Evergreen) is in- 
cluded here largely because the 
author, now a lecturer in Social 
Psychology at the University of 
Glasgow, as a native of Rumania 
lived under three regimes: democ- 
racy to 1938, Naziism to 1944, and 
communism to 1948. From the so- 
ciological point of view he finds that 
a period of stress in the life of a so- 
cial group leads to a strong concen- 
tration of political power and a rigid 
organization of the pattern of life. 
From the psychological point of 
view, he finds this development 
paralleled by overemotional behav- 
ior (Naziism) or overrational be- 
havior (communism ). 

Two essays by Joseph Schum- 
peter, the famous Austrian busi- 
economist, 


nessman and Harvard 


IMPERIALISM AND SOCIAL CLASSES 
( Meridian ) warn of the dangers in- 
herent in the ascendency of the mili- 
tary. The excellent and comprehen- 
sive introduction to the entire body 
of Schumpeter’s economic thought, 
with its emphasis on dynamics and 
his elitist theory, is perhaps of more 
general value than the essays them- 
selves. It was written by Bert Hose- 
litz. 

Karl Léwith’s opinions as ex- 
pressed in MEANING IN HISTORY 
(Phoenix ) are completely antitheti- 
determinism 
(which he considers “pathetic” ). 
He finds the world still basically 


cal to any historic 


much as it was in the time of Alaric. 
He describes and analyzes the inter- 
pretations of history of Burckhardt, 
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Marx, Hegel, Comte, Condorcet, 
Voltaire, Vico, Bossuet, Joachim, 


Augustine, Orosius; and from the 
Biblical view. 


Herbert J. Muller’s THE UsES OF 
THE PAST ( Mentor) is a 
“series of studies of former societies 
. . . designed to give perspectives on 
the crisis of our own society. . . . In 
particular, it is an effort to apply a 
method of irony, the piety of deliber- 
ate impiety, stressing the inevitable 
ambiguities, incongruities, and para- 
doxes of human history, . . .” 

Muller, a Professor of English at In- 
diana University, has written a book 
both lively and judicious in the fol- 
lowing belief: 

“And because the paradoxes of our 
age are so violent, men have been vio- 
lently oversimplifying its issues. On 
the one hand, many political and busi- 
ness leaders are still celebrating the 
triumphs of technology, science, and 
free enterprise as if there were nothing 
fundamentally wrong with our civiliza- 
tion, and the world depressions and 
world unfortunate acci- 
dents. On the other hand, many intel- 
lectuals are ignoring the obvious tri- 
umphs, seeing only a monstrous folly 
and evil. I have assumed that it might 
be helpful to try viewing our world 
with both pride and alarm, both tem- 
pered by historical sense.” 

To narrow the context specifically 
to the United States, it might per- 
haps be most illuminating to begin 
with 


wars were 


some foreign perspective. 
D. W. Brogan, Professor of Political 
Science at Cambridge University 
and a Scotsman who is America’s 
contemporary Lord Bryce, in THE 
AMERICAN CHARACTER ( Vintage), 
and Santayana, famous 
modern philosopher, in CHARACTER 
AND OPINION IN THE UNITED STATES 
(Anchor) give descriptions that 
might seem critical in places to 
many Americans but eulogistic to 
the rest of the world. Brogan is the 
more recent of the two works, but 
Santayana is as immediate as it was 
in 1920 and offers unadulterated 
pleasure as reading goes. 


George 


Two books that make interest- 
ing companion reading are Oscar 
Handlin’s RACE AND NATIONALITY IN 
AMERICAN LIFE (Anchor) and W. F. 
Cash’s THE MIND OF THE SOUTH 
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PEOPLE WILL BE 
TALKING ABOUT 
OUT 

Wyatt Marrs (Professor of Sociol- 
ogy at Oklahoma), THE MAN ON 
YOUR BACK: A PREFACE TO THE ART 
OF LIVING WITHOUT 
Arthur Walworth, 

SON 


Edmund 
EARTHQUAKE 


PRODUCING 
WOODROW WIL- 


Wilson, THE AMERICAN 


EARLY SPRING 

Mortimer J. Adler & Milton Mayer, 
THE REVOLUTION 

Otto Butz (ed.), THI 
ERATION (Study of 11 seniors of 


IN EDUCATION 
UNSILENT GEN- 


Princeton University ) 
Gene Feldman & Max Gartenberg 
eds. ). THE BEAT GENERATION AND 


'HE ANGRY YOUNG MEN ( Excerpts 


Anchor ), partly because they are 
SO differs nt | while each is SO fine in 
its own way), and partly because 
they complement each other in their 
composite picture of the South and 
the consequences of its “peculiar 


Handlin, 


History at Harvard, through scrupu- 


institution. Professor of 
lous scholarship and clear prose 
adds significant substance to that 
area of American history. Atlantic 
Monthly acclaimed THE MIND OF 
THE SOUTH as “a literary and moral 
miracle.” Cash, a Southern journal- 
ist, succeeded in weighing the plati- 
tudes of superficial history (for ex- 
ample, the myth of the “Cavalier” 
South 


research 


by a combination of honest 
and an imaginative re- 
creation of circumstances surround- 
ing each facile but shallow conclu- 


And it 
written by none but a Southerner. 


Sion. could have been 


Samuel Lubell’s THE FUTURE OF 


AMERICAN PoLitics (Anchor) is a 
masterly analysis of the realignment 
of parties in the United States and 
the growing “politicalization” of an 
economy as a result of an increasing- 
ly strong government. First issued in 
1952, it has proved amazingly pro- 
phetic. 
FREEDOM 


AND RESPONSIBILITY IN 


THE AMERICAN WAY OF LIFE ( Vin- 
by Carl L. 


America’s foremost historians in the 


tage Becker, one of 


tradition of Beard and Robinson, 
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from Colin Wilson, Jack Kerouac, 
John Osborne, and others ) 

Herbert Hoover, THE ORDEAL OF 
WOODROW WILSON 

J]. Edgar Hoover, MASTERS OF DECEIT 

John Keats (Author of The Crack 
in the Picture Window ), SCHOOLS 
WITHOUT SCHOLARS 

George F. Kennan, RUSSIA, THE 
ATOM AND THE WEST 

Edward Teller & Albert L. Latter, 
OUR NUCLEAR FUTURE: 
DANGERS AND OPPORTUNITIES 

Colin Wilson, John Osborne, & 


others. DECLARATION 


FACTS, 


LATE SPRING 


Simone de Beauvoir, THE LONG 
MARCH 
Ashley 


MAN 


Montagu, THE CULTURED 


the William W. Cook 
1944 at 
Michigan University. Described in 


consists of 
Foundation lectures in 
the introduction as an idealist with- 
out illusions and a _ realist with- 
out cynicism, Becker believes that 
. the preservation of our freedom 
depends less upon the precise nature 
of our constitutions and laws than it 
does upon the character of the peo- 
ple.” (p. 135) 
ALrHouGH this coverage is spotty 
and superficial, it should at least 
indicate the kind of frame of refer- 
ence that (it seems to us ) Dr. Levitt 
is advocating for those who must 
make choices—a vantage point from 
which any executive could better 
read the signs of the times. True, 
some of these books suffer from a 
certain grandiosity that makes them 
seem fanciful rather than wise, and 
There is, of 


course, a serious amount of distor- 


therefore irrelevant. 
tion unavoidable in this manner of 
summarizing. There are also degrees 
of applicability among the books. 
But perhaps the overwhelmingly 
important point is that they do 
afford a detachment most enlight- 
ening because it forces a reorienta- 
tion of outlook—a rejuggling of 
ideas and notions. Even if the read- 
er returns to his original view of 
things, it will be clearer, more so- 
phisticated, and more maneuver- 


able. —L.S.H. 


| 
| 
| 
| 
} 


TOMORROW’S EDUCATION 
A Fetish of Scientism? 


Ir Took two Russian satellites to 
the American public 
deeply about the nature of its 
educational system. Since Sputniks 


concern 


[ and II, the newspapers and maga. 
zines have persistently indicated a 
somewhat soul-searching 
with respect to the entire educa- 
tional process. The public is now 


frantic 


apparently shocked about the reve. 
lation, for example, that fewer than 
two out of three of the most tal. 
ented high school graduates attend 
college, and that one out of five 
of the students in the top fourth of 
their high school class drops out be- 
fore graduating. It is doubtful that 
this information would have caused 
much concern prior to October, 
1957. The 


many years widely publicized, has 


teacher shortage, for 
now taken on strategic national de- 
fense implications. Apparently we 
have not only failed to produce an 
adequate supply of highly qualified 
graduates, but our past failure to d 
so, especially in the scientific fields, 
means that we may be courting dis- 
aster. College education has now 
emerged as something more than a 
four-year lull between high school 
and the “real” world. Indeed, the 
special program announced by Sec. 
retary of Health, Education, and 
Welfare 
emphasized the fact that education 


Folsom on December 3 


is now more an integral part 0 
long-term national security than 
ever before. In short, education has 
become a national fetish. It is being 
discussed, debated, criticized, eulo- 
gized, dramatized, and may even be 
subsidized on an extensive scale 
We are rapidly developing a n* 
tional psychosis on the subject. 


To those intimately connected 
with the teaching profession all this 
concern is in a sense gratifying. It 
means that the public as a whole, 
to say nothing of the politician an¢ 
the businessman, is beginning . 
feel that the teacher may after 4 
be performing a worthwhile func 
tion even within the cloistered halls 
and ivory towers. The profession ' 
fast gaining in the United State 
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what it has long had in Europe and 
the Soviet Union: namely, stature. 
In this sense the current concern is 
most gratifying and the knowledge 
that something positive will be done 
about it, in the way of more teachers, 
higher salaries (the two are not un- 
related), and better facilities, is 
likewise significant and important. 
The “egghead,” particularly if he 
works in a laboratory, is becoming 
less a figure of derision. In fact, he 
is now frequently courted and ap- 
pears from time to time on certain 
‘entertainment” media. There is at 
this date the possibility that Robert 
Oppenheimer’s past failure to “en- 
thuse” will be excused. The scien- 
tific egghead seems to be emerging 
as a national hero worthy of the 
adulation previously showered on 
Hollywood personalities. Aside from 
the adulation process, however, in- 
creased respect for the teaching pro- 
fession is a prime requisite for at- 
tracting and retaining competent 
teachers. 

But, in the 


alarm is far from satisfactory. Sim- 


one sense, current 
ply stated, it is too narrowly based. 
Its emphasis is almost entirely on 
scientific affairs. By implication at 
least, the physical sciences are pre- 
sumed to be of paramount impor- 
tance while the social sciences and 
the humanities are relegated to sec- 
ondary positions. In terms of the 
present power relationships, this is 
indoubtedly an accurate presump- 
tion. However, programs of educa- 
tional reform are long-run affairs, 
and a of the 
physical sciences will not only fail, 
in itself, to launch an earth satel- 


one-sided support 


lite within the next year (to accom- 
plish that required an intensive use 
of existing scientists as the first U.S. 
satellites demonstrated ), but it will 
tend to create a society even less 
equipped than 


ciety to handle the social and moral 


contemporary so- 
complexities of a galloping tech- 
nology. Our scientific achievements 
will continue to increase at a more 
rapid pace than our ability to use 
them with intelligence. We will be- 
come more and more like children 
playing, not with matches, but 
with hydrogen bombs—a situation 


fraught with peril. As Dr. Carl Jung 
has recently written: “It needs only 
an almost imperceptible disturbance 


of equilibrium in a few of our rulers’ 


heads to plunge the world into 
blood, fire, and radioactivity.”! In 
a cultural milieu in which science 
is king, where will we find the quali- 
fied personnel to show us how to 
live intelligently with discoveries 
that portend either destruction or 
a rich new life for all, depending 
upon how they are used? Surely this 
is also a task of education, and per- 
haps a more important one than the 
new discoveries themselves; for of 
what use is the new toy that de- 
stroys the child for whom it was 
made? 

But, it may be answered, in the 
power struggle we must take such 
risks. We must emphasize rocket, 
missile, and explosive developments 
lest the balance of power swing too 
far to the political left and tempt 
the Soviets to attack. Here then is 
the basic dilemma: An overempha- 
sis on what we may call “scientism” 
may lead to an unbalanced educa- 
tional system that will seriously 
impair our ability to utilize the 
potentially disastrous fruits of scien- 
tific progress; but failure to put an 
accelerated emphasis upon scien- 
tism may invite equally disastrous 
nuclear warfare. Expediency will 
undoubtedly dictate the choice, but 
the longer-run implications should 
not be forgotten. 


Another neglected problem of the 
current emphasis upon education 
involves the question of precisely 
what constitutes an “education.” 
One often hears the assertion that 
the answer to all of mankind’s prob- 
lems is education. Philosophers from 
Plato to the present have stressed 
the importance of education as some 
sort of “ultimate solution” to most 
of the problems faced by the human 
race. But it is clear that this con- 
ception of education is rather differ- 
ent from that preached under the 
stimulus of Sputnik. The former con- 
ception involves 


emphasis upon 


1 Carl G. Jung, “God, the Devil, and the 
Human Soul,” Atlantic, C (November, 
1957), p. 57. 
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learning to think rationally, calmly, 
and dispassionately about a myriad 
of problems, learning to weigh care- 
fully the pros and cons of any situa- 
tion before rendering judgment. 
The kinds of problems usually asso- 
ciated w: h this liberal arts type of 
education are more of a social or 
moral nature. Plato’s “Philosopher 
Kings” were to have been of this 
type—subject to the most rigorous 
mental and physical discipline, 
and remote from all the pleasures 
and cares of day-to-day living. On 
the other hand, the current concep- 
tion of education appears to be one 
involving a rigorous mental disci- 
pline along a specific line to accom- 
plish a specific purpose. In short, it 
is concerned with the development 
of a specialist whose problems are 
of a physical, technical nature. Thus, 
on the one hand we have the liber- 
ally educated person who deals 
largely with problems of human re- 
lations and on the other hand the 
scientifically educated person who 
faces problems of material sub- 
stance. In the past, education has 
tried, without much success, to inte- 
grate these two types of education. 
Liberal arts students are required to 
study one or more physical sciences, 
while science or engineering stu- 
dents are coerced for short periods 
into the fields of art, literature, or 
the social sciences. But the growing 
complexity of the various fields, 
especially in science, forces ever 


BACKGROUND ON UNIONS 


As THE coming labor-management 
negotiations promise to be lively, 
the following background titles 
seem apropos. 


OUT 

V. L. Allen, TRADE UNION LEADER- 
SHIP 

EARLY SPRING 

Joel Seidman & others, THE WORKER 
VIEWS HIS UNION 

E. L. Dayton, WALTER REUTHER: 
THE AUTOCRAT OF THE BARGAINING 
TABLE 

J. P. Goldberg, THE MARITIME 
STORY: A STUDY IN LABOR-MANAGE- 
MENT RELATIONS 
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greater specialization for the mas- 
tery of even a minute facet of any 
field. This, of 


much interchange 


course, precludes 
among. disci- 
plines. Furthermore, under the fe- 
tish of scientism, the virtues of a 
liberal arts training tend to be neg- 
lected, despite the high-sounding 
statement of Dr. James R. Killian, 
1958, that “If we 
are to realize the full potential of 


Jr., on January 7, 


our industrial society, we must 
blend both science and humanities 
into the common humanistic culture 
of our people.’ There is a very real 
danger that, in our concern for the 
educational process and its appar- 
ent failure in one area, we shall, in 
our quest for immediate results, ig- 
nore its accomplishments and, in 
particular, forget the aims and vir- 
tues of the liberal arts program 
Thus, while the current interest 
in education is undoubtedly a desir- 
able tendency, it raises certain seri- 
ous problems. Furthermore, the 


basic anti-intellectualism of large 
American public 

altered. It has 
merely become less vocal in the face 
that attacks 


upon the eggheads may have jeop 


segments of the 
has scarcely been 


of the evidence past 
ardized our military power. Funda 
mentally, anti-intellectualism is in- 
consistent with the true spirit of 
inquiry that is the essence of educa- 
tion. A real educational revival re 
quires more than funds devoted to 
specific areas of scientific pursuit. 
The foregoing comments illustrate 
some of the less widely publicized 
aspects of the most recent manifes- 
tation of the so-called crisis in edu- 
cation. To facilitate further exami- 
nation of this apparently chronic 
crisis, | have taken a random sample 
of paperback editions dealing with 
education. By the simple process of 
going along the shelves of the local 
bookstore, I selected titles that ap- 
peared relevant—the kind of sample 
interested in pursuing the 
make. The 


miniature survey 


anvone 
further might 
this 


subject 


results of 


James R. Killian, Ir., “White Hous 
Missile Expert Takes a Look at U.S 
Schools,” U.S. News and World Report, 


XLIV (January 24, 1958). p. 84. 


156 BUSINESS HORIZONS — SPRING, 


should help illuminate the better 
offerings and eliminate the less suc- 
cessful or pertinent ones. The titles 
selected in this fashion were: 


Jacques Barzun, TEACHER IN 
AMERICA (A Doubleday Anchor 
Book ) 

Gilbert Highet, 
TEACHING (A Vintage Book ) 
Barker, CHURCH, STATE 
EDUCATION 


THE ART OF 

Ernest 
AND (Ann Arbor 
Paperbacks ) 

David INDIVIDUALISM 
RECONSIDERED (A Doubleday 
Anchor Book ) 

THE LONELY Crowp (A Double- 
day Anchor Book ) 


“Thoughts on 


Riesman, 


Teachers and 
The Anchor Re- 
Doubleday Anchor 


Schools,” in 
view (A 
Book ) 
Alfred North 
AIMS OF 
Books ) 
SCIENCE AND PHILOSOPHY (The 


Whitehead, THE 


EDUCATION (Mentor 


Wisdom Library ) 


Barzun’s book, the one I enjoyed 


most, is an eminently readable. 
sensible, and witty series of essays 
covering most phases of contempo- 
(though 


written in 1945 it is equally valid 


rary higher education 


today ). It provides no facile solu- 


tion to our educational difficulties 
vielding immediate results. Rather, 
through its artful dissection of the 
misdirected 


foolishness and 


ener- 
gies of many of our current prac- 
tices, it offers both an incentive 
and a reasonable basis for a long- 
probably 


“agonizing” reappraisal of some of 


run, fundamental, and 
these practices. At the same time the 
importance of education and its best 
features are given their due; this is 
no one-sided polemic. One emerges 
from this book feeling that educa- 
tion is not only an exciting and im- 
portant field, but also one of great 
challenge with problems which, 
though formidable, are not incapa- 
ble of resolution. Though I suspect 
this will be enjoyed most by college 
teachers who have been through 
the Ph.D. ritual, the committee sys- 
tem, and other pedagogical foibles, 
there is meat here for all. Anyone 
“higher” 


seriously interested in 


1958 


learning in America can do no bette, 
than start with this volume. 

Highet’s The Art of Teaching con. 
sists of a series of platitudes heli 
together by a variety of example; 
It deals first with teaching method; 
and the qualities and abilities of , 
good teacher, continues with brie 
studies of great teachers (such 
Socrates and Jesus), and conclude 
with a rather vapid chapter entitled 
“Teaching in Everyday Life.” Op 
the whole it is not badly written 
though in structure it resembles , 
teacher's handbook. My major com 
plaint is that it scarcely requires 
extended discussion to demonstrate 
for example, the obvious propos. 
tion that one of the qualities of ; 
good teacher is knowledge of his 
subject. 

Church, State, and Education i: 
a collection of nine thoughtful e- 
says written some 20 or 30 years ag 
by a world-famous political theorist 
The concluding essay, entitled “The 
Uses of Leisure,” is particularh 
relevant to an advanced industria 
society that promises its citizens : 
substantial amount of time awa 


from the necessary  productiv 
chores. As Barker points out, an 
“society which guarantees leisure i 
guaranteeing something which ma 
be useless, and even dangerous, w! 
less it adds, or at any rate encour 
ages its members to add, the one 
thing will 
to be continuous 
of education.” (p. 212) The rela 


which enable the gi 


used—a proces 
tionship between leisure and educé- 
tion has seldom been better stated 
Though not directly germane to th 
present world conflict, the essays 0 
“The Discredited State” and “The 
Roman Conception of Empire” pr 
vide meaningful insights into the 
limits of the power of the state an’ 
the relationships between the east 
ern and western segments of th 


Roman Empire. A knowledge of th 


latter is an indispensable conditio 
to an understanding of the preset! 
East-West conflict. 

As for Riesman’s volumes, the 
are, as always, compelling ev 
when annoying. In his characte! 
analyses he seems always t0 be 
probing the hidden thoughts of the 
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Kiplinger looks to the future: 


“ANOTHER BOOM, 
MORE INFLATION” 


and how you can prepare for it—now... 


or as the big postwar boom wavers, 
as lay-offs hit home, as your business, you! 
job, your investments, everything you own 


may be endangered 


[The one man who has called every major 


You'll find the answers to questions about your 
income, Savings, job and business, investments 
and even your personal finances. Here are answers 
you must have to protect your savings from in- 
flation and to take advantage of important oppor- 
tunities for extraordinary gain. 


W. M. KIPLINGER co-author (with 
Austin Kiplinger) of ‘‘Boom and 
Inflation Ahead,’’ is the writer 
of the famous Kiplinger Letters. 
He has called the turn on every 
major boom or recession since 
the early twenties. 


It Will Pay You to 
Know Kiplinger’s 


he 
turn in the past 35 years, the man whose 
e informed businessmen depend upon, 


I ; 
sts another boom 


You'll learn which businesses will grow; what 
job opportunities are best; whether to buy 
stocks or bonds, try investment trusts or in- 
vestment clubs; whether to buy land or real 
In 1935 Kiplinger wrote a book called estate; how to hedge against inflation and 
inflation Ahead, What To Do About It.” build inflation-proof retirement income. 


That was a time of depression and low prices. . : ‘ 
Yet, Kiplinger said, “Inflation is inevitable You Will Use This Book Daily as a 
Practical Guide to Your Own Advancement 


Chink in terms of acquiring tangibles, real 
estate, good common stocks While others may be caught unaware, you will 
have the information to capitalize on events be- 
fore they occur. Kiplinger projects the economic 
picture as ii will be 5, 10, 20 and 25 years from 
now. You will be well informed on the major 
changes ahead—population, new products, areas 
of. bobom—what they will mean for you and your 
dends of $42,776. Real estate and other children, for vour business and your investments, 
tangibles have gone up almost as much. in the booming years to come. 
Thousands are financially well off today 
hecause they acted on Kiplinger’s advice. 


Answers to These 
Questions Affecting 
Your Job, Your 
Business, Your Family, 
Your Future 

Security 


Suppose you had acted then and bought a 

stock like International Business Machines 

at 5. It’s worth 300 now. Or, Minnesota 
» 


Mining—was 2, now 80. Your $700 invest 
ment would be worth $38,000, plus divi 


. Which businesses will grow? 


. How you can benefit most 
from the boom ahead. 


. How to safeguard the value 
of your dollar. 


Use Kiplinger’s Money Making Plans — . Where will the best jobs be? 


Now, because the Kiplinger staff sees that For an Entire Year WITHOUT RISK Where are executives 


in a period of extraordinary oppor For 35 years Mr. Kiplinger and his staff have needed? 
_ they have written a new book called advised executives of America’s largest firms. . Should you buy stocks? Buy 


noer ) to th “ ? an Now they have prepared BOOM AND INFLATION 
ger = ms to the Future Boom and pee —™ prep bonds? What kind? 
nm Anead ; ‘ 


To obtain your copy, fill in the coupon below 
and mail to Simon and Schuster, Inc., Publishers, 
630 Fifth Avenue, New York 20, N. Y.; or to your 
bookseller. The price is only $1.95, but you don’t 
risk even this small sum. Use your copy for an 
But this book is not only a forecast—Kiplinger entire year. Check Kiplinger’s forecasts, apply 
nd his staff actually give different MONEY his money-making plans to your own business, 


Own your own business? 
Specific Money Making Plans For You 


This is a truly amazing book. It spells out the 


lai will shape your life in the boom ahead 


. Is life insurance a good buy? 


9. What careers offer the best 
opportunities? 


. When and how to invest for 
retirement. 


MAKING PLANS for each individual — the job, investments, personal finances. After a year, 


ger man with a modest income; the success if you have not profited, return the book for a 
businessman or investor; the small investor full refund. You risk nothing. Don't be among 
homeowner; the individual with a compara- those who face the future unprepared. With 
y fixed income; and others who play a vital Kiplinger's book you can plan for the future 
€ in our economy now. Send for your copy today 


. How to save interest on your 
mortgage. 


. Should you buy a house now? 


$195 . How you can plan for financial 
independence. 


. Sending your children to 
college. 


Use it full year without risk. Only 


PROTECT YOURSELF: MAIL THIS COUPON KIPLINGER 
UNDER EXTRAORDINARY ONE-YEAR GUARANTEE BOOM A . Should you buy land? Buy 
; FLATION AHEAD real estate? 
IN 4 can do avout i . How to make money overseas. 
go wt psncen nt _ What will inflation do to your 
retirement income? 


. What's the likelihood of an- 





OKs 70 THE FUTURE 


To Your Bookseller or 


SIMON AND SCHUSTER, INC., Publishers, Dept. 57 
630 Fifth Avenue, New York 20, N. Y oe 
Send me copies of ‘Boom and Infla- 19 Ti: » 
tion Ahead | enclose $1.95 per copy with oD . 
the understanding that | can return book(s other war? 
anytime within a year and receive a refund ‘ 
| risk nothing 1-YEAR 7 : . What to do if you have saved 
GUARANTEE oes 4 money. 


See and profit from 
Name “Boom and Inflation 
Ahead”’ for an entire 
year without risk. 
; and if you are not 
Address satisfied return it 
for full refund. 


Simon and Schuster, Publishers 


| a Rockefeller Center, New York 
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SCIENCE, TECHNOLOGY, 
AND THE MILITARY 


OUT 


Arthur C. Clarke, THE MAKING OF A 
MOON 

Fred E. Fiedler, LEADER ATTITUDES 
AND GROUP EFFECTIVENESS 

Ronald Fraser, ONCE AROUND THE 
SUN: THE STORY OF THE INTERNA- 
rIONAL GEOPHYSICAL YEAR 

Kenneth W. Gatland & Derek D. 
Dempster, THE 
VERSE 


INHABITED UNI- 
\lexandre Koyre, FROM THE CLOSED 
WORLD TO THE INFINITE UNIVERSE 
Alexander Marshack, THE WORLD IN 
SPACE: THE STORY OF THE I.G.Y. 
Ralph W. G. Wyckoff, THe worLp 
OF THE ELECTRON MICROSCOPE 
(First in the Trends in Science 


series ) 


EARLY SPRING 

D. R. Bates (ed.), TH 
ITS ATMOSPHERE 

David R. Bates SPACE RE- 
SEARCH AND EXPLORATION 

Donald W. Cox & Michael Stoiko, 
SPACEPOWER 


EARTH AND 


(ed. - 


C. D. Darlington, THE EVOLUTION OF 
GENETIC SYSTEMS 


reader, that the reader 


hesitates to admit even to himself. 


thoughts 


Riesman's views on our ability to 


use leisure (which supplement 
those of Barker), his comments on 
our educational system and his em- 
phasis in The Lonely Crowd on the 
“other-directed” personality type 
apparently engendered by a high- 
consumption economy afford a pro- 
vocative insight into the sociologi- 
cal changes of twentieth-century 
America. Riesman provides impor- 
tant 


current educational emphasis. 


background reading for the 


The two volumes by Whitehead 
contain a series of essays embody- 
ing the wisdom of this world- 
renowned scientist and philosopher. 
Throughout both books runs a phi- 
losophy of education emphasizing a 
broad background in general prin- 
ciples rather than a confining spe- 
cialism, a need for elimination of 
“inert ideas,” and an even greater 





Raymond L. Garthoff, sovieT sTRAT- 
EGY IN THE NUCLEAR AGE 

Gavin Gibbons, THE COMING OF THE 
SPACE SHIPS 

Sidney Hook (ed.), DETERMINISM 
AND FREEDOM IN THE AGE OF MOD- 
ERN SCIENCE 

Richard G. Hubler, sac: 
TEGIC AIR COMMAND 

Edward M. Hutchings, Jr. (ed.), 

( Linus 

Pauling, J. Robert Oppenheimer, 

Fred Hoyle, and others ) 


THE STRA- 


FRONTIERS IN SCIENCE 


William R. Kintner, FORGING A NEW 
SWORD: A HARD LOOK AT THE DE- 
PARTMENT OF DEFENSE 

Margaret Barron Luszki, INTERDIS- 
CIPLINARY TEAM RESEARCH 

Lloyd Mallan, MEN, ROCKETS AND 


SPACE RATS 


Samuel Taylor Moore, v.s. AIR 
POWER: STORY OF AMERICAN 
FIGHTING PLANES AND MISSILES 


FROM HYDROGEN BAGS TO HYDRO- 
GEN WAR-HEADS 

John von Neumann, THE COMPUTER 
AND THE BRAIN 


Harlow Shapley, Samuel Rapport, 
& Helen Wright, A TREASURY OF 
SCIENCE 


need to resist the growing depart- 
mentalization of knowledge with 
its accompanying. stultification of 
interdisciplinary communication. Of 
particular relevance to the Sputnik- 
induced educational hysteria is 
Whitehead’s that a 
“technical or technological educa- 


conclusion 


tion, which is to have any chance 
of satisfying the practical needs of 
the nation, must be conceived in a 
liberal spirit as a real intellectual 
regard to the 
principles applied and services ren- 


enlightenment in 


dered. In such an education geome- 
try and poetry are as essential as 
turning lathes.” (Aims of Educa- 
tion, p. 55) 


Ir 1s to be observed that all of these 
works are pre-Sputnik and thus 
may not provide insights immedi- 
ately applicable to meeting this 
challenge. Yet running through all 
of them is a fear of excessive spe- 
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Karl U. Smith & William M. Smith, 
THE BEHAVIOR OF MAN 

Dorothy Stock & Herbert A. Thelen, 
EMOTIONAL DYNAMICS AND GROUP 
CULTURE 

Andrew Paul Ushenko, THE FIFLp 
THEORY OF MEANING 

Hermann Weyl, PHILOSOPHY oF 
MATHEMATICS AND NATURAL SCI- 
ENCE 


LATE SPRING 


Roger Brown, worDs AND THINGS 

Murray Dyer, THE WEAPON ON THE 
WALL (On_ psychological war- 
fare ) 

Rita Liepina (ed.), SOVIET SCIENCE 
TODAY (From writings of 50 lead- 
ing Soviet scientists ) 

Rollo May, Ernest Angel, & Henri 
F. Ellenberger (eds.), Exist- 
ENCE: A NEW DIMENSION IN PSyY- 
CHIATRY AND PSYCHOLOGY 

Karl A. Menninger, M.D., THEORY 
OF PSYCHOANALYTIC TECHNIQUE 

Gertrude Raffel Schmeidler & R. A. 
McConnell, Esp AND PERSONALITY 
PATTERNS 

Renato Tagiuri & Luigi Petrullo 
(eds.), PERSON PERCEPTION AND 
INTERPERSONAL BEHAVIOR 


cialization, particularly in science 
and technology. Surely it is not too 
much to hope that recent satellite 
launchings will not blind us to the 
worth and dignity of the type of 
educational system stressed by all 
of the foregoing eminent authorities. 
There is a need for a crash program, 
to be sure, but no need for a basic 
reorientation of our educational 
philosophy. 
George W. Wilson 
Assistant Professor of Transportation 
Indiana University 


BOOKS RECEIVED 


Canning, Richard G._ Installing 
Electronic Data Processing Sys- 
tems. John Wiley & Sons, Inc., 
New York. 


Comar, C. L. Atomic Energy and 
Agriculture. American Associa 
tion for the Advancement of Sci- 
ence, Washington, D. C. 
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please 


Care ..e 


Only you can dry 

the tears of hunger... 

The U.S. Government has 

given CARE precious 

stocks of farm abundance .. . 

Every $1 you give enables CARE 

to deliver a big Food Crusade 

package to a needy family 

overseas. . . . And your name and 

address go with each package, to 

tell hungry children and their ‘5 sends 22 Ibs. 
parents that you, and our country of food to the 
are their friends . . . world’s hungry 


Joi n th e CARE. 660 First Ave., New York 16, N. Y. 


‘ q Enclosed find $....... for Food Crusade packages 
ad d to be delivered in my name, wherever most needed. 
YOUR NAME 


Food Willis ae 


ZONE STATE 


C r uU oS Gc cd 2 Note: Contributions are Income-Tax Deductible 















SPECIFICALLY FOR THE 
BUSINESS EXECUTIVE 


OUT 


James R. Adams, sPARKS OFF MY 
ANVIL: FROM THIRTY YEARS IN AD- 





VERTISING 
Nathaniel Cantor, THE LEARNING 






PROCESS FOR MANAGERS 
Neil W. Chamberlain (ed.), A DEC- 


ADE OF INDUSTRIAL RELATIONS RE- 





SEARCH 

Alfred Cowles, THE TRUE STORY OF 
ALUMINUM 

Carl J. Friedrich (ed.), AUTHORITY 

John W. Hill, conpORATE PUBLIC RE- 
LATIONS: ARM OF MODERN MAN- 
AGEMENT 

J. A. Livingston (Financial Editor 
of Philadelphia Evening Bulle- 
tin), THE AMERICAN STOCKHOLDER 

David Loth, swore OF G.E. 

Bruce C. 

SUPPLY OF OIL AND GAS 


Netschert, THE FUTURE 


Robert H. Roy, THE ADMINISTRATIVE 
PROCESS 

John Thompson & James Jennings, 

MANUFACTURING IN THE ST. LAW- 





RENCE AREA 

Weber & Karnes, INDUSTRIAL LEAD- 
ERSHIP 

Sidney Weintraub, AN APPROACH TO 
fHE THEORY OF INCOME DISTRIBU- 
TION 


EARLY SPRING 


Sir Frederic Bartlett, THINKING 
Harold F. Clark & Harold S. Sloan, 


CLASSROOMS IN THE FACTORIES 





BEHIND THE LINES 


done research on competitive 
practices and conditions in the 


petroleum industry. 


Dr. Arthur R. Upgren, Frederic 
R. Bigelow Professor of Eco- 
nomics and Director of Bureau 
of Economic Studies, Macalester 
College, is widely known among 
economists. A Fulbright Fellow 
to Denmark in 1953 and a prolific 
writer, he is also author (with 
Stahrl Edmunds) of Economics 
for You and Me (1953). 
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John R. Craf, JUNIOR BOARDS OF EX- 
ECUTIVES: A MANAGEMENT-TRAIN- 
ING DEVICE 

Margaret Cussler, THE WOMAN EX- 
ECUTIVE 

David W. Ewing (ed.), LONG-RANGE 
PLANNING FOR MANAGEMENT 

Louis G. Guiducci, FINANCIAL SE- 
CURITY THROUGH MUTUAL FUNDS 

Edith Heal, THe YOUNG EXECUTIVE'S 
WIFE 

James M. Henderson, THE EFFI- 
CIENCY OF THE COAL INDUSTRY: AN 
APPLICATION OF LINEAR PROGRAM- 
MING 

Ronald Lippitt & others, THE Dy- 
NAMICS OF A PLANNED CHANGE 

Reevis O'Neal, FIGHTERS FOR FREE- 
DOM: THE STORY OF REPUBLIC AVI- 
ATION 

Sir Dennis Robertson, LECTURES ON 
ECONOMIC PRINCIPLES, VOLUME I 

Jerome Rothstein, COMMUNICATION, 
ORGANIZATION, AND SCIENCE (Cy- 
bernetics ) 


continued from page 23 


J. Edward Hedges, a Professor 
in the Indiana University School 
of Business, was the editor for 
this issue’s “Consultation.” In 
New York, Dr. Hedges coordi- 
nated a symposium on long-range 
planning—a subject of special in- 
terest to many companies in 
view of recent economic develop- 
ments. Our consultants were: 

e Martin Gainsbrugh, Chief 


Economist, National Indus- 
trial Conference Board 
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Waar is it that confers the noblest delight? . . . Dis- 
covery! To know that you are walking where no others have 
walked, that you are beholding what human eye has not seen be- 
fore; that you are breathing virgin atmosphere. To give birth to 
an idea—to discover a great thought. . . . To find a new planet, to 
invent a new hinge, to find the first way to make the lightning 
carry your message. To be the first—that is the idea. 





—William James 


Marshall E. Simock, A PHILOSOPHY 
OF ADMINISTRATION 

J. Fred Weston, READINGS IN FI- 
NANCE FROM Fortune 

Janet L. Wolff, wHAT MAKES WOM- 
EN BUY 


LATE SPRING 


Alphonse Chapanis, RESEARCH TECH- 
NIQUES IN HUMAN ENGINEERING 
John Galbraith, THE AFFLUENT sS0- 

CIETY 
D. C. Hamilton, COMPETITION IN 
GULF REFINERY 





OIL: THE COAST 


MARKET, 1925-1950 

Harold J]. Leavitt, MANAGERIAL PSY- 
CHOLOGY 

Mary Cushing Niles, THE ESSENCE 
OF MANAGEMENT 

Otis Pease, RESPONSIBILITIES OF 
AMERICAN ADVERTISING 


Hans Thirring, ENERGY FOR MAN 
James Playsted Wood, THE sTORY OF 
ADVERTISING 





e Dexter M. Keezer, Vice 
President and Director of 
Economics Department, Mc- 
Graw-Hill Book Company 

¢ Richard Knott, Investment 
Advisor, Goldman Sachs & 
Company 

e John M. Wilson, Vice Presi- 
dent, Chase Manhattan Bank 

¢ Donald Woodward, Chair- 
man, Finance Committee, 
Vick Chemical Company, 
who arranged the consulta- 
tion and served as chairman 
of the panel. 
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Bg, Cig eat 


ANNOUNCING 


Quickly Convertible to a beautiful table model by detaching legs. Non-metallic cabinet in 
mahogany, oak or cherry color finishes. In mahogany, $175.00; without legs, $169.90 (VHF). 





a new kind of portable TV 


from Magnavox 


The Ideal Second Set. Here is the only tele- 
vision that meets all the requirements of a 
second set. Its attractive furniture styling 
in lustrous hand-rubbed finishes will add 
beauty to any setting . . . It’s easy to move 
. . . More than that, the Wellington 17’ 
(diagonal measure) is the only portable 
TV that gives you all-important good sound, 
front-projected from a larger Magnavox 
speaker. The controls are up-front too, for 


magnificent 





ao » 


easy operation. Your favorite programs look 
better and sound better with a Magnavox. 
Visit your Magnavox dealer. Choose 
from 44 beautiful styles, in all price ranges. 
Prove to yourself that Magnavox Tele- 
vision is the finest... and the best buy on 
any basis of comparison. Magnavox is sold 
direct, only through a few stores in your 
community .. . carefully selected for their 
integrity and ability to serve you. | 
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television « high fidelity « radio-phonographs 


THE MAGNAVOX CO., FORT WAYNE, INDIANA Prices and specifications subject to change without notice. 
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